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The Institute of Chartered Accountants 
in England and Wales 
Results of Final Examinations held in May 1967 


Order of Merit and Prizes 
PART 1 


First Place in Order of Merit, the Kaberi Fletcher Prize and the Deloitte-Plender Prize for the paper 
n Advanced Accounting 1 
Peter Ian Espenhahn (R. W. Brazier, London), Paddington, W2 


Second Place in Order of Merit, the Walter Knox Scholarship and the Deloitte-Plender Prize for the TES 
paper on English Law I 
James Dubois NW. T. W. Tickler, London), Sutton 


Third Place in Order of Merit, the О. C. Railton Prize (equal with one other), the Roger N. Carter ; 
Prize and the Deloitte-Plender Prize for the paper on Taxation I 
Ian Cole (І. A. D. Lyle, London), Notting Hill, W11 


uer TN a 


ЕЗ 
T hird Place in Order of Merit, the О. C. Railton Prize (equal with one other) and " Deloitte- 
Plender Prize for the paper on English Law 11 
Simon Timothy Brough (R. L. Jones, London), Surbiton 
Fifth Place in Order of Merit 
David Paul Atkinson (S. Atkinson, Manchester), Manchester 





Sixth Place in Order of Merit 
Howard Roger Brown (J. J. Longhand, Portsmouth), Portsmouth 


Seventh Place in Order of Merit 
Robert Michael Cooper (С. R. Reid, Bristol), Bristol 
Michael Graham Hoare (М. J. Bowman-Vaughan, London), London ММ: 
Malcolm James Woodford (5. J. Clark, Southampton), Southampton 
Tenth Place in Order of Merit Fifteenth Place in Order of Merit 
Brian Francis Levy (1, M. Cohen, Wembley), Neasden, NW2 


William Neil Ritchie (В. Goodwin, Derby), Derby 
Eleventh Place in Order of Merit 


| ; » 
Robert William Scapens (R. H. Weston, Liverpool), Liverpool Sixteenth Place m-Order oj Mers 


Charles Norris Whittaker (Р. H. Dyer, Bristol), Bristol 
Twelfth Place à in Order of Merit 
Seventeenth Place in Order of Merit 
Anthony Paul Keogh Rag . Fripp, London), Forest Hill, SE23 Peter John Byrom (E. E p. Maltby London), Noting Hill, Wii 
Thirteenth Place in Order of Merit Roger Joseph Dickens ( ock, Dudley), Tipton 
Karim Sami Khadder (B. A. Maynard, London), Paddington, W2 David Radcliffe Worrall (J. G. Worrall, Glossop), Glossop 
Fourteenth Place in Order of Merit Twentieth Place in Order ој Merit | 
Richard Anthony Hutton (J. R. Briggs, London), Kingston upon Thames Neill Ellman McNair (P. B. Milne, London), Ealing, W13 


PART Il 


First Place in Order of Merit, the W. В. Peat Medal and Prize, the Howitt Prize and the Does 
Plender Prize for the paper mi Advanced Accounting III 
Anthony David England (D. M. Parkes, Bristol), Bristol 


Second Place in Order of Merit, the Charles M. Strachan Prize „Те Roger М. Carter Prize and the 
Deloitte-Plender Prize for the paper on Taxation II 
Alan Victor Towers (О. B. T. Bennett, Oxford), Oxford 


Third Place in Order of Merit, and the Tom Walton Prize 
Kenneth Roger Varley (К. Beardsell, Bradford), Ilkley 


The Ethel Watts Prize 
John Andre Arnold (D. F. Webster, New Malden), Beckenham 
David John Barnes (W. R. Carter, Manchester), Manchester 


The Frederick Whinney Prize 
Michael Christie Royd Robinson (F. G. Rollason, London), New Malden 


The Ийнан Quilter Prize and the Deloitte-Plender Prize for the paper on Auditing 
Bryan John Whitehouse (J. C. Fowler, Birmingham), Solihull 


The Leo T. Little Prize and the TR CE ee Prize for the General Paper 
Patrick William Pierre Moorsom (J. Р. C. Richardson, London), London Wt 


The Deloitte-Plender Prize for the paper on Advanced Accounting II 
Gordon John Cookson (H. G. Mack, Liverpool), Liverpool 
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LIST OF SUCCESSFUL CANDIDATES 


The name shown in brackets is the name of the principal to whom the clerk has been articled. The 
town shown after each entry indicates the clerk’s normal place of residence, 


The following candidates have completed the examination by passing in the Part or Parts for which 
they presented themselves: 


Adams, D. W. (R 
каа А. В. (М 


‚ Н. Jarritt), Minehead 
„С. plioro, Maida Hill, Wọ 


Agnew, А. J. g .E.D . Buxton), ‘Wimborne 
‘Ainsworth, IE . (A. C. Dixon), Sunderland 
Ali, V. (J. J. Nunes Vaz), Kensington, W8 
Alichurch, J. A. (R. A. Folland), Evesham 


Allison, Р.І. (Р. ЈЕ ullerton), Harrogate 
Almond, D. W. (B. A. Churchill), Sanderstead 
Almond, Es J. (C. A. Bartlett), Ilford 


Alton, R. D . (H. T. Scothorne), Ruddington 
Andrew, С. О. (Н. Е. Coulthurst), Bury. 
Andrews, D. N. M. (T. R. Watts), Heathfield 
Arnold, J. A. (D. F. Webster), Beckenham 


‘Arnold, R. A. Nags N. Roberts), Liverpool 
Arulnayagam, A. В ана J. Bloch), London SW1 
Ash, А. В. C. (А. R. Cormack), Southend-on- 


Ashford, N.G. N. 
Ashman, L .1. 1. Simpkins), Exeter 
Aspinall, De C. (P. G. Livesey), Romily 
Atkins, В. У. (О. В. Т. Bennett), Oxford 
Austin, Т. ЇЧ. (J. Rowlandson), Cardiff 
Aylett, В. 5 . (Н . Т. Scothorne), Nottingham 


E. A. С. Jones), Eastbourne 


Bacon, J. R. (W. E. G. Kirby), Colchester 
Bales, С. В. (L. Н. Н. Aplin), Exeter 
Balfour, C. R. (P. H. C. Hamilton), South 


( 
Kensington, SW7 NE 
Ball, D. А. (N. 7. Masterton), Birmingham 
Rw Bristol 


~, 


on 
K. 

Ball, P. J. (б. C. 

Baptist, О. A. T. W. Brazier), Paddington, 
W2 


Barekat, K . (J. W. Lane), Andover: 

Barlow, P. H. (Miss) (J. О. M. Williams), 
Cari 

Barnes, D К (У. R. Carter), Manchester 

i R.N . (О. L. Wiener), Earl’s Court, 


Валей, M, (R. D. Thomlinson), Carlisle 
Barry. S. J. (P. A. Hipps), St John’s Wood, 


Barton, J. C. (D. J. Fairhurst), Wigan 
Bate, С. L. (С. R. Cann), Harrow 
Bateman, E. C. H. (W. А. Hickling), Notting- 


Batt. М. 5. (С. Н. Maggs), Bristol 

Ваш, А. J. (M. J. Black burn), Bromley 

. (J. Pattinson,) Winchester 

. СТ. А. Tansley), Orpington 
ТА. (А. С. Durant), Tunbridge 


‚С. Fargher), Peel IOM 
B. Ayre), Berwick upon Tweed 


Beli, W. M. (6. 

Bennett, С. (R. W. Cox), Nottingham 
Bentley, В. М. (Е. Н. Cropp), Ilford 
Berger, б. D. (I. L. Haffner), Manchester 
Berry, J. (S. uncan), Caterham 


.D 
_ (А. M. Cooper), Yeovil 
Beswick, G. J. (н. Keate), Manchester 
Bevan, 5. y (S. F. Phillips), Battersea, SWr1 
Billsborough, S. T. (J. R. Turner), Kirkham 
Binns, T. E Miten Halifax 
Birnbaum, D. M. (S. M. Marks), Willesden, 
МУ ло : 
Black, М. А. (5. 'Моггіе), Reading 
Blake, P. J. (Miss) (B. M. Bird), E Beaconsfield 
i . J. (D. J. James), Blackheath, SE3 
Blythin, R. C. (D. Р. Crawford), Chester 
R. C. Bladen), Eccleshall 


Booth, S. JG (А. Masters), ottingham 
Boothroyd, P .(R. Sykes), Huddersfield 
Бошай, М.В. (S. J. Richards), Wolverhamp- 


Bott, 2» Бе (В. Cottingham), Selby 
Boult, J. H. (M. W. Rosser), Swansea 
Boundy, M . A. (A. Wilson), Putney, SW15 
Bowden, G. F. RA J. Smee), Pulborough 
Boxer ге А. 5. Hitchings), Westerham 
Bramley, Т. Т.В. X. G. Price), Blackheath, БЕЗ 
Breese, I. C.D. (G. N. Taylor), Malton 
Brennand, С. (С. English), I ара 
‘Brereton, А. аа (І. Е. АП ев), Nantwich 
Brierley, J. C С Р. David), Oldham 
Broadbent, 8. . (Miss) (E. D. Sanders), 
Liverpool 


Broadway, M. R. (W. D. Menzies), Kingston 
upon Thames 
Brooker, R. A. (D. Н. Tonkinson), Haywards 


Heath 
Brookes: J J. В. (А. M. Cooper), Yeovil 
Brown, A. Е. (Н. L. Simpson), Huddersfield 
Brown, G. H. (D. Webster), Manchester 
Brown, J. “А. S. (Н.Р. Green), Northwood 
Brown, J. D. (E. W. Evans), Coventry 
Brown, N. R. (H. O. Johnson), Bath 
Browne, D. J. (C. W. Eades), Southampton 


Burgon, R. S. F. 


(R. M. Simpson), Winchester 
Burrows, N. С. (М. 


155) (С. Pearson), St Helens 


Cade, D. P. G. 
Cail, I. (D. T. 
Calcutt, D. P. 


(E. E. P. Maltby), Kilburn, NW6 
S. Rutter), Shildon 
(E. G. Wilcox), Solihull 
Campbell, J. H. McR. (F. J. G. Whinney), 
Epsom 


Cannon, M. C. St J. (E. C. Turner), Birming- 


Capper, R. G. (H. A. onem Nottingham 
Carrington, D. J. (P. G. Hounsfield), Enfield 
Caton, E. O. (P. F. Allday), Dagenham 
Catterall, P. J. R. (P. L. F. Grant), Manchester 
Chalmers, J. G. W. (G. L. Eccleshall), West 
Brompton, Far 

Charkin, M. A. (C. Walkden), Mill Hill, NW7 
Charles, B M (G. F. Sidaway), Dudle 
L. J. F. T. Nangle), London SW: 

Li v. (M. J. Н. Leete), Manchester 
Chivers, D. A. (R. L. Dunlop), Shepperton 
Christian, М. Н. С. (В. P. Jelks), Heswall 

N. (G. P. Norton), Huddersfield 

. H. (J. G. Turner), Huddersfield 


. L. В. Trounce), Manchester 

Clark, M. R. (W. E. Quance), Birmingham 

ark, S. C. £ C. А. Ledsam), Stourbridge 
Clatworthy, B. J. (E. T. Worsley), Birmingham 
Clewley, T. L. (E. Lord), Cannoc 
Cliff, W. М. (В. W. T. Cooper), Bury 
Clift, М. J. (W. Е. Radford), London NWr 
Clutterbuck, J. (R. McNeil), Hove 

ohen, D. M. (E. D. Bard), Kingston upon 

'Thames 


Cohen, ну J. (C. Fenton), East Finchley, N2 


Colbert, D . L. (W. H. Land), North Finchley, 
№2 
Cole, М. М. (Е. Р. Miskin), Brondesbury, 


NW2 
Collins, J. А. (P. N. G. Price), Earl’s Court, . 


5 
Collins, W. (F. L. S. ао), Benfleet 
Collinson, С. К. (R. С. Collinson), Hull 
Collis, ЇЧ. L. (0. Н. ‘Thompson,) London SW: 
Comber, A. (F. K. Berry), Maidstone . 
Combes, R. G. E С. Rollason), Luton 
Concanon, B. A. R. a. C. Meade), Weybridge 
Conte, M. A. (W. D . Corkish), ores) 
Cooke, А, D. (J. S. Page), Wembley 
Cookson, С. J. (Н. С. Mack), Liverpool 
Cooper, D. J. M. (P. А. Whitehead), Birming- 


am 

Cooper, R. H. E. (H. E. M. Barnes), Winch- 
more Hill, Naz 

Cordiner, J. A (J. A. Wardropper), Newcastle 


upon Tyn 
Corke, D. А. (С. Н. Hovey), Hounslow 


Corke, R. D. (A. L. Barnett), Bristol 
Corley, P. Е. M: M. Sheppard), Rotherham 
Cornish, Ae E. (А. E. Spicer), Croydon 
Cortis, R. J. (у wo Nicholson), London М Сі 


Coulton, М.Т. . (L. В. Treen), High Wycombe 

Courtenay, В.І. (б. 5. Norris), Radcliffe 

Covell, С. А. (Miss) (В. О. Barton), Harrow 

Cowan, ЇЧ. (Е. Goldstein), Golders Green, 
NWI 

Cowen, 5. (G. G. Lee), Liverpool 

Cox, A. N. (M. С. Stothert), Bournemouth 

Cox R. R. (J. Smurthwaite), Bristol 

Cracknell; J. D. (A. J. Smee), Wimbledon, 


SWr9 
Cranston, J. M. (C. H. S. Lewis), Leatherhead 
Crawford, G. M. A. (G. R. Fox), Chelsea, SW3 


Cremin, D T P. J. McMurray), Altrincham 
„Crossley, K Bee Crozier), Poynton 
‘Crowle, M а. (J. F. Shuttleworth), Harlow 


Cumming, P. (А. Е. Sergeant), Leeds 
Curtis, T. M. (М. G. T. Rice), Chelsea, SW3 
Cutts, B. A. (L. A. Cox), Sanderstead 


Dale, R. E (© Collett), Newcastle upon Tyne 


Dargue, Н. Tree R. Baker), Southgate, N14 
Dasgupta, B. iR S Sanderson), Sheffield 
Datoo, Z. G. (W. J. Fooks), Cardiff 


Davies, J. C. (R. B. Jones), Denbigh 

Davies-Colley, ]. A. (E. Rawcliffe), Thornton- 
le-Fylde 

Davis, t C. (H. т. Mathews), New Malden 


Davis, Р а (W. Н. Minter), Haywards Heath 
Dawes, б. К. (С. B. Brecknock), Grantham 
Day, J. C. L. (S. J. D. Corsan), Winchester' 
Dearden, A. V. Œ: F. Granger), Ruddington 
Delliere, J ҮР. (.H M di Purley 

Demack, J .6. (RD . Thornton), Leyland 
Dennis, i 'G. (L.H das) Cardiff 


Dennison, R. K. (M 


H. J. Thorne), South 
Tottenham, N 15 


Dent, К. М. Pa Tpnkinson), ЫВ 
Denton, J. I. (С. Smith), Sheffield 
Dewdney, R. J. А. (М. Perkins), Bristol 


Dewshi, M. А.М. (І. В. McNeil), Hove 
Dickinson, В. (F. ў Sherring), Timperley 
Din J. (A. W. McBride), Stockton-on- 
Dickson; J. D. F. (G. E. Morrish), Kensington, 


Donahaye, D. M. D. (J. O. R. Darby), Twick- 


enham 
Downes, el (D. R. P. Baker), Luton 
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Rowlett, M. E. g; P. N. Brogden), Fareham 
Ruse, B. E (D. W. G. Boud), Hornsey, N8 
Russell, S. R. (C. j. Mason), Birmingham 


Sackwild, G. (L. C. Curtis), Stanmore 
Sager, A. М. (W. S. Twaddle), Newcastle upon 


Tyne 

Salmon, J. Н. (М. R. Harris), Hadley Wood 

Sander, S. M. (E. E. Sander), Pinner 

Sansom; C. M. W. (J. Atkinson), Richmond, 
orks 


Satterthwaite, R. P. (H. W. Franklin), Liver- 


pool 
Sebtt, С. В. (T. M. Pragnell), Mansfield 
Sear, H. E. P . H. Tonkinson), Brighton 
Seaton, M. R (T. E. Grimes), Wembley 
Seddon, 1. Ф. В. Hodson), Birkenhead 
Seed, N. J. 5. (О. І. Main), Kilburn, NW6 
Seeley, R. (J. T риш); Holloway, N7 
Segarajasingam, N. (M. C. Stern), Paddington, 


-Thomas, J. R. 


. Thornton, C. D. ( 


Selby, D. F. M. (P. J. Hawker), Haywards 
Heath 


Seth, А. (D. H. Wordingham), Hampstead, 
3 
Sewel, С. T. 8. (R. A. Covington), Eltham, 


9 
Shack, У. A. (J. Milstone), Brighton 
Shanks, E. H. (J. L. Winder), Barrow-in- 


Furness 
Shapiro, EM A . Hayton), Manchester 
Sharp, B. jBg.H l Girdwood), Bromley 
Sharpe, J. R. (P. W. Simkins), Woking 
Shaw, D. A. (A. C . C. Oddie), Bristol” 


Shaw, R. М. (В. Е. Emmerson), Ilford 
Shepherd, B. св . Noble), Barnsley 

Sheret, W. А. (D. P. pries), Middlesbrough 
Sherwood, J. 5. (N. H. Russell), Sutton Cold- 


Sime, А. E М. (А. M. Bond), West Kensing- 
ton, 

Simpson, у Н. (В. Н. Wall), Birmingham 

Simpson, А. l (H. W. Miller), Bridgend 

uL D. M. (Е. №, Coleman), Hampstead, 


N 
барас, АВ С. (А. І. Poole), South Kensing- 
7 
Singer, В. М. (Е, Malkinson), Maida Hill, Wọ 


Slater, J. A. С. (R. М. Brazier), Guildford 

Slater, J. В. (T. A. Cotterill), Birmingham 

Smart, R. B. (W. J. Germing), Luton 

Smith, A. E. (С. W. Gillott), Nottingham 

Smith, A. J. (J. C. Hunter), Salisbury 

Smith, B. E. (J. D. Murphy), Watford 

Smith, C. W. (G. A. Shipton), Bristol 

Smith, Н. М. (К. Т. Parkinson), Cardiff 

Smith, J. S. (A. J. Knox), Cricklewood, NWz 

Smith, R. A. F. (F. C. Roy), Pershore 

Smith, R. C, (P. D. Rabjohns), Worcester 

Smith, R. D. (J. O. Knight), Nottingham 

Smith, R. J. (D. C. Hobson), Sutton 

Somaiya, V. (D. L. Ufland), зей Hill, SE23 

Soper, B. W. (A. S. Kennard), Newton Abbot 

Sorkin, A. M. (L NE x Maida Hill, Wo 

Southby, R. H. А. (J. F. Shearer), Chelsea, 

3 

Spurling, R. 1. (L. C. Winterton), Hampton 

Starr, С. J. (T. R. McBride), Walton-on- 
Thames 

Steer, C. С. D. (H. E. Traylen), Sanderstead 

Stephen, D. А. (T. A. Tansley), London SWr 

Stephens, J. S. (M. A. Charlton), Reigate 


Sreghenson; J. А. (C. Collett), Newcastle upon 
yne 

Stevens, D. xd S. Holloway), Wolverhampton 
Stirrup, J. N. (J. E. Sagar), Lythazn St Annes 
Stocken, б.н. J. (Р. D. Cooper), Paddington, 


Stockley, С. (С. М. Bickerton), Wilmslow 

Stockwell, R. A. О. (D. С. Wilkins), Amersham 

Stott, M. T. (G. Hey), Oldham 

Stredwick, R. J. (H. А. Sudell), Torquay 

Strickland, B. V. БЫ (M. R. Harris), South 
Kensington, SW 

Stride, R. W. (D. É Biddle), Croydon 

Sumner, D. H. (N. Grenfell), Kingston upon 
Thames 

Suri, R. (L. Au Earl'" Court, SW5 


Sutton, А. б. (T. Н. Burdon), Bradford 
Sutton, 1. N. 68. L. Monahan), Swindon 
Swann, W. F. С. (M. R. Harris), Bexhill-on- 


Sze. R. (J. Morris), Kilburn, NW6 


Tappin, А. B. (E. Bostock), Cobham ` 

Tareen, M. А. (D. Hillel), Palmers Green, N13 

Taylor, M £ (L. J. Culshaw), Banstead 

Taylor, P. G. (B. савай) Leeds 

Taylor, R. М. б. (С. Н. Nathan), West 
Kensington, W 

Taylor Б. М. (Miss) (Е. R. Paine), Kensington, 


Theophilou, T. A. (M. A. B. Jenks), Upper 
Holloway, N19 
'Thirsk, P. W. (C. S. Верни, Beverley 
Thom, Е. С. (С. М. Foxon), Nottingham 
Thomas, J. С. ud кР: Grimes), Wembley 
. (S. Н. D. Thomas), Aber- 
gavenny 


Thomas, M. O. (F. W. Tunbridge), Bristol 
Thompson, P. H. L. (E. M. Robinson), North 
jelds 
Thorlin, W. R. (J. Se gum Fulham, SW6 
Wilcox), Smethwick 
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Thorpe, M. C. M. (P. N. G. Price), Padding- 
ton, W2 

Tidd, Н. С. (W. с. Cann), East Ham, Еб 

Tiffin, С С. М. (1. J. Newey), Brentwood 

Tiffin, R. R. (L. A. Cox), Brentwood 


Tomlinson, J. A. (A. R. Favell), Bakewell 
Toomer, C. E. (R. A ошак Bristol 
Towers, А. (О. В. T. Bennett), Oxford 


А.Х. 

Townsend, J. (Е. Butler), Worcester 
Tranter, Р. А. (D. P. Lloyd), Stourbridge 
Trendell, р. (D. J. Ironside), Bristol 
Turnbull, 0. A. (У. 5. Gregg), Chesterfield 
Turnbull, Р. (Н. L. Barlow), Dunstable 
Turnen Б. . M. (R. S. Wilkinson), Newcastle, 

tafis 


Uboh, I. E. (F. W. English), Hornsey, N8 
Underhill, R. (G. R. Leece), Liverpool 
Uwakwe, P. L. (T. H. Latham), Wigan 


Vachell, J. A. (D T. Veale), Halifax 

Vardy, P. C. (J. Wakeham), Woking 

Varley, K. R. (K. Beardsell), Ilkley” 

Veal, R. A. (M. A. Green), Horsham 

Vent Radue N. М. (А. T. брише), South 
Kensington, SW: 

' Verrali, В. Р. (А. W. Stroud), Worcester Park 

Viner, R. А. В. (б. У. Perkins), Birmingham 

Viney, М, N. М. (M. F. Moore), London Wr 

Viney, P. A. (O. B. Gatward), Romford 


Walker, А. J. (T. E. Talbot), Wimbledon, SW19 
Walker, D. C. (D. P. Harris), Loughborough 
Walker, A R (Е. М MacAdie), Putney, SW15 
EOS . L. Abbott), Oxford 


É 
Шш 


Walkling, 5 7. (D. W. Wilson), Ramsgate 

Wall, G. G гб. Е. Hedgman), Edgware 

Wallace, J. A. S. (R. A. Douglas), Partington 

Wallis, 8. M. (V. Н. Clements), Tring 

Walsh, P. J. (G. Meredith), Bradford 

Ward, А. С.Н. (J. R. Wells), Notting Hill, УУ га 

Warden, D. C. (N. J. Camamile), Lincoln 

Warlow, D. P. (R. N. Blake), Bristol 

Watkins, T. A. G. (A. Cunningham), Bexley- 
eat 

Watson, A. М. (Е. W. MacAdie), Ilford 

Watts, D. S. (D. С. Scutt), Southwick 

Watts, M. D. (W. È Little), Bexley 

Watts, N. D. (H. O. Johnson), Bath 

Waxman, F. S. (C. 5. Raine), The Hyde, NW9 

Webb, R. А. (К. W. Hammond), Uxbridge 


Webster, С. М. (В. A. Douglas), Blackburn 
Weiner; A. D. (A. Marks), St John’s Wood, 


Weir, J. (N 


‚ Butterworth), Chesterfield 
Wesson, R 


R. F. (D. M. H. Jones), Cwmbran 


. Wood, T 


West, M. x (F. R. Coad), Southgate, N14 
Weston, M . (F. Somers), Romford 
Whaddia, N. N. (W. G. Frazer), Epsom 
Whatsley, A. R. (С. 5. С. Kealey), Thorpe-le- 
Soken . 
Wheatley, A.J. (С. D. Hopkinson), Birmingham 
White, J. L. (J. B. Butterworth), Bridgwater 
White, R. V. (L. À. Rossiter), Salisbury 
Whitehouse, B. J. (T. C. Fowler), Solihull 
Whiteman, I. F. (R. H. Morcom), Clapham, 


Whiteman, Р. В. (W. L. Dominy), Cambridge 
Whitwell, M. KT; Wilson), Bristol 

Wickens, В. F. (А. C. Bright), Rustington 
Wigley, P. W. (C. F. Baker), БОР 
Wike, W. (9, W. Murphy), В 

Willey, P T. (А. К. варају ван» upon 


Tyne 
Williams, A. A. (D. E. F. Green), Sawbridge- 
worth 
Williams, A. E. J. (R. Rendell), Biggin Hill 
Williams, A. V. (J. S. Boreham), Enfield 
Williams, J. В. (B. J. P. Cotton), Ealing, Ws 
Williams, J. W. (G. B. Coop), Paddington, W2 
Willison, J. L. (Miss) (M. E. Riddelsdell), 
Chelsea, SW3 
Wills, N. K. S. (Sir William Lawson), Kensing- 
ton, W8 
Wilshaw, S. N. (G. B. Jones), Pershore 
Wilson, D. (K. Smith), Mansfield 
Wilthew, P. A. (T. M. Sadler), Gateshead 
Winders, D. M. (G. D. Weir), Sunderland 
Wiseman, R. J. (C. Luxton), ана 
Wolstenholme, Т. V. (E. D. О. D’Alton), 
Watford 
Womersley, R. I. (B. Asquith), Leeds 
Wong, P. L. (D. A. Jacobs), Golders Green, 


Wood, E (р. М. Bamford), Manchester 
SE Keate), Manchester 
‘Woolford, К. P. (J. Heaford), Walton-on- 


Thames : 
Woolley; M. J. D. (J. W. Clernent), Wimbledon 
19 
ween M. M. (E. M. Kevehazi), Hendon, 
Wright А. А. (D. @ James), Eltham, SEg 
Wright, D. E. (B. C. Berkinshaw-Smith), 


Leytonstone, EG 
Wynne, J. D. (T. E. Swancott), Leytonstone, 


Err 
Yarworth, R. L. (W. D. Williams), Malvern 
Yates, D. M. (R. F. Sumner), West Ealing, 


D 
3 
Young, J. A. М. (С. J. G. Dale), Mirfield 
R. D. (B. Phillips), Muswell Hill, Nro 


The following candidates have passed PART I of the examination: 


Abrahamsen, G. L. (К. P. Helm), Hull 
Ackenson, М. (5. Harrison), Clapton, Е5 
Ackroyd, А. (ЇЧ. L. Smith), Bradford 

Adams, б. К. (В. 5. Pullan), Leeds 

Adams, I. А. (В. A. Duthie), Newcastle upon 


Tyne 
Adebiyi, R. A. (I. P. Јаде), Manchester 
Adibe, Р. N. (L. J. L. I. Judson), Leyton, Ето 
Adisa, E B. (5. А. ‘Ash), Stoke Newington, 


Aggarwal, S. К. (С. О. W. Pickard), Leeds 
pori F. O. (A. Gross), Holloway, N7 
E. (T. Morgan), West Kensington, 


Wed 
Ahmad, M: (C. Gee), Wandsworth, SW18 
Ahmad,” M i . (R. J. Meek), Golders Green, 


Ahmed, M. B. (H. Brandes), Golders Green, 
NW 


її 
Airey, J. С. (В. W. Brazier), Gravesend 
Aitchison, C. U. (F. J. Smith), Coulsdon 
Akehurst, S. (A. б: RE Sheffield 
Akpata, P. U. (H. R. Elliott), Worthing 
Akwensivie, J. К. Е. (А. Т. How), Notting Hill, 


Wii 
Alauddin, S. (H. D. Leete), St Andrews 

Alderdice, А. С. (R. Boulton), Lowestoft 
Aldous, P..L. (N. V. S. Neilsen), Harrow 


Aldridge, С. (J. B. Martin), Liverpool 


Alexander, C. M. (R. G. Bell), Oxford 
Alexander, S. М. (E. А. Savage), Burnham- 
on-Sea 


- Archbold, 


Ali, A. (S. А. Ash), Notting Hill, Міг 

Ali, M. K. (S. Berman), Croydon 

Alladina, 5. S. (А. C. Style), Kensington, W8 

Allan, M. К. (В. C. Spoor), Newcastle upon 
уле 

Allan, Р. К. (D. Armitage), Leeds 

Allan, Е. D. Е. (А. М. Cooper), Yeovil 

Allen, A. J. (D. ў. Den London МУ: 

Allen, D. (C. E. Surman), Fulham, SW6 

Allen, M. F. (J. H. Pigg), Bristol 

Allen, R. H. (C. Pease), Nottingham 

Allison, J. К. (J. Whitehead), Leeds 

Ames, R. F. (R. H. Lilleker), Derby 

Amzart, M. А. (Н. Gruber), Kilburn, NW6 

Anderson, H. S. (W. J. Newton), Birmingham 

Арыы. (R. W. Thoburn), Newcastle upon 


Andrews, D . H. (W. Н. Mason), Purley 


` Andrews, R. A. (G. C. Ratnage), Waltham- 


stow, E17 
Angove, R. D. Redruth 
Angus, T. Due Bell), East Herrington 
Anning, D. C. (A. F. 'Thompson), Maidstone 
as I. I. (D. Gubbay), West Kensington, 


У 

Ansell’ Р. D. (formerly with В. Н. Nicholson 
dec’d), Tring 

ашап, I. Н. (E. L. Langton), Winchmore 


Я 7. (В, J. Bridges), Surbiton 
J. (H. Crowther), Huddersfield 
М. б. (Т. Н. Douglas), Sunderland 
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Ardrey, М. М. (Miss) (Е. А. Walsh), Liverpool 
Armand Smith, C. W. (R. D. F. Brearley), 


Pewsey 
Armstrong, В. М. (J. К. S. Rogers), Fleet 
Armsworth, P. W. (J. C. Hunter), Epsom 
Arnold, A. 7. (М. С. Lickiss), Bournemouth 
Arthur, N. J. (J. B. Morewood), Chester 
Ashaye, О. A. (В. К. Elliott), Шога - 
Ashby, Н. T. (S. С. Sillem), London NW: 


( 
Askey, J. 5. (С. J. R. Sutton), Newcastle upon 


Ту ne 

M. (R. Kay), Manchester ` 
G. D. (B. Talfourd-Cook), Reading 
pos J. R. (Р. Н. р mer), Nottingham 
Atkins, H. T. (H. P. B. Atyeo), Oxford 
Atkinson, D. P. (S. Atkinson), Manchester 
Atkinson, N: (R. W. Chetwynd), London SW1 
Azad, M. A. K. (H. Gruber), Manchester 


Bagnall, C. А. St J. (н. К. Crouch), Bishop’s 


Stortford 
Bailey, A. J. (T. M. Payne), Watford 
Bailey, B. J. (H. C. Green), Sutton 
Bailey, N. P. E. (C. G. Adams), Cambridge 
Bailey, P. M. (N.-D. Ednie), Bedford 
Bailey, R. H. (W. G. Shaw), Dewsbury 
Bailey, e A (E. R. Hall), Stoke-on-Trent 
ne . C. (G. Whitehead), Newcastle чроп 

упе 


Р. С. Walker), Warrington 
Baker, G: C. (R. J. Morris), Tunbridge Wells 
. (J. A. Nicholson), Romford 
P Wi ison); Kensin: ton, W8 
А С. (Р. Н, Dobson), Leeds 
Ball, L. D ve Leigh), Barnet 
G. Rodrigues), Chessington 
Ballard, c L. te. Н. О. К. Kohler), Chingford, 


Ballard, K. B. (C. H. I. Chown), Leytonstone, 
I 


I 

Ballinger, B. A. (H. E. C. Andrew), Leaming- 

ton Spa 
Banker, J. S. (S. Freeman), London Мт 
Banks, r R. “Ф. W. Gibson), Chislehurst 
Banks, R. H. (B. A. Gee), Chislehurst 
Bannister, J. Е. (н. England), Portsmouth 
Barber, О. В. (Ю. Е. Winterbottom), York 
Barcham, P. (M. J. Kirby), Kenilworth 


Barclay, W. A. С. (R. A. Thomas), Portsmouth 

Barker, В. б. (A. D. ти доп) Manchester 

Barker, R. J. S. (M. J. Bowman-Vaughan), 
Guildford 


Barlow, C. М. (С. S. Major), Stratford-upon- 


Avon 
Barlow, J. I. (E. Т. Bush), Bury 


Barnacle, K. (H. R. P. Thompson), Rugby 
Barnes, D. Т. (К. W. C. Dunn), Market 
Drayton 


Barnes, M. W. (P. M. Lowick), Bristol 
Barnes, Р. М. (А. J. Burden), Altrincham 
Barnes, R. G. L. (N. R. Mann), Harrow 
Barr, L. (F. H. W. W. Shaw), Mill Hill, NW7 
Barritt, M. J. (W. E. Mace), Bridgend 
Barron, J. D. (Е, W, Tunbridge), Birmingham 
Barrow, H. L. (A. J. Hebblethwaite), Potters 
. D. (WD 
Barton, B. O. (J. Е 
SW16 
Barton, G. P. (R. Suggett), Nottingham . 
Basford, H. R. (J. M. E. Ravenscroft), Maid- 
stone 
Basu, D. М. Sherman), North Finchley, Nr2 


Bartlett, К. . Richey), Halesowen 


‚ Shuttleworth), Streatham, 


Basunia, Т. Н. (К. E. Hawkes), Tooting, SWr7 
Bateman, 7. М, (Е. D. Adams), Pool-in- 
Wharfedale 


Bateman, S. L. (E. C. Meade), Wimbledon, 
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Batt, N. Р. (У. В. Douthwaite), Sheffield 
Baxendale, A. W. (H. Burrows), Blackburn 
Baxendale, T. (б. M. Bickerton), Bolton 
Baxter, H. (G. Ingham), Bradford: 
Bayer, I. W. (T. R. McBride), Leatherhead 
Bayman, P. A. R. (D. H. Rooke), New Malden 
Baynton, C. J. (J. A. Gray), Willenhall 
Beal, D. P. (W. Beck), Stoke-on-Trent 


Beale, м. J. (J. Ж Clement), Chiswick, W4 

Bean, J. C. as . L. Анаш), Southampton 

Ој > Те (ЕЁ Toft), Newcastle, 
айз 


6 B 


Beardsmore, M. J. (C. R. Sponge: Dudley 

Beaty-Pownall, M. C. (S. J. Earnshaw), 
Douglas, І.о.М. 

Beaumont, D. Oe Naismith), Hazel Grove 

Beavis, D. J. (R. J fone Slipper), Fulham, SW6 

Becker-Jones, С. E W. Becker-Jones), 
Potters Bar 

Bee, C. R. (J. O. P. Jordan), Andover 

Beecroft, R. C. V. (F. G. Peacock), Ruislip 


Beevers, G. M. (A. V. Flather), Leeds 
Beevor, D. N. (D. C. Hobson), London т 
Bell, A. D. (J. P. Grenside), Maida Hill, Wo 
Bell, М. R. J. (В. S. Waldron), Homerton, Ед 
Bell, Р. В. (В. Р. A. Whittaker), Luton 
Bellfield, С. S. (R. С. Pegg), Wolverhampton 
Bennett, B. (T. Т. Kinsley), Windsor 

Bennett, D. J. (E. Hewitt), Thames Ditton 
Bennett, E. R. (F. J. Haslam), Warrington 
Bennett, J. S. (A. L. Braithwaite), Castleford 
Ben Reaz, A. (D. J. Маріеу), Finsbury Park, №. 
Benson, D. H. (N. G. Davson), Holloway, N7 
Bentley, M. R. (D. Pearson), Leeds 

Бекон D. J. (5. Segal), Golders Green, NW11 
Berry, G. A. (R. W. Minns), Birmingham 


Berry, L. H. (F. R. Flowers), Leicester 

Bett, T. J. (P. G. Stone), Lincoln 

Bexfield, Н. 5. (В. Cottingham), Sheffield 

Beynon, W. G. (S. A. Holyland), Leicester 

Bhandary, S. R. (R. Mould-Graham), New- 
castle upon Tyne 

Bhatia, A. (D. S. Knights), Putney, SW15 

Bidder, D. (R. C. H. Lunnen), Exeter 

Bigland, D. H. (J. Wardle), Ilkeston 

Bindra, M. R. (H. Chase), Acton, W3 

Bingham, J. H. (A. Wagstaff), Mansfield 

pin Mohd Perai, A. A. (N. J. Prue), Birming- 
am 

Birch, D. (Мез) (А. С. R. Thompson), Bolton 

Birch, D W. (Н. J. Ballam), Ipswich 

Bird, M. T. (]. D. Baker), Walsall 

Birdsall, Р. (Е. К. Longman); Leeds. 

Bisson, P. J. (Н. A. C. Moore), Spalding 

Bittner, аў J. б. (А. С. Falkner), Bromley 

Black, D. I. (B. F. ў; Pardoe), Pinner 

Black, R. Г. Р. (В. В че Zouche), Neston 

Blackburn, A. (W. L. P. Stirling), Middles- 
brough 

Blackburn, N. G. G. (A. R. Brackenridge), 
Northwood . 

Brunn d R. A. Е W. Buck), Colne 

Blake, A. M. (D. C. Don), Croydon 

Blake, B А R. (A. Е. Smith), Eastleigh 

Blakely, M. 7 (Б. A.'Thomas), Portsmouth 

Blake Thomas, I. B. (D. R. Huntingford), 
West Brompton, SWro 

Blakey, D. R. (B. D. Clark), Bournemouth 

Blenkinsop, P. J. (R. G. Jennings), Seaham 

Bliss, A. D. (B. Manners), Wembley 

Blocksidge, P. A. (P. Hampson), Preston 

Blomfield, R. C. (D. Steele), Bingley 

Blood, К. С. (M. В. Lloyd), Stratford-upon- 
Avon 4 

Bloomfield, Р. К. (J. 5. Morris), Reading 

Blunt, М. D. (R. Spooner), Burgess Hill 

Blyth, D. (J. V. Hansford), Heald Green 

Bolland, J. R. F. (J. H. Mitchener), Southamp- 
ton 

Bolt, J. О. (Н. Lawson), Stockport 

Bolton, J. К (Е. Е. Leach), Croydon 

Bond, F. M. (A. D. Inglis), Highgate, N6 

Bond, P. R. (J. R. Mead), Coventry 

Boon, М. С. McM. (R. G. R. Sisson), Gt 
. Yarmouth 

Booth, J. W. (J. D. Britton), Nottingham 

Boothman, R. (Miss) (E. L. Becker), Burnley 

Borel, A. С (J. W. С. Cocke), Hornsey, N8 

Bosworth, M. (А. Е. В. Foxwell), Kettering 

Botros, 5. Е. (5. Snowball), Leeds 

Boucault, D. F. (C. G. Pile), Tersey, CI 

Boughey, А. J. (А. W. W. Baldwin), Becken- 
ham 


Bourne, Е. D. (А. A. Duffin), Melton Mowbray 
‘Bowden, G. J. (L. Freeman), Worcester Park 
Bowden, I. L. (J. B. Sewell), Wood Green, N22 
Bower, B. (J. P. Grenside), Wimbledon, 
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Bowler, M. D. (L. F. Н. Jones), Ilford 
Boyd Martin, T. R. E. (G. W. D. Bennett), 

Birmingham 
Boyland, B. R. (A. J. Page), Barnes, SW13 
Boyland, К. M. (E. J. Roff), Gerrards Cross 
Brackenridge, P. (L. R. Turner), Liverpool 
Bradley, K. B. (R. L. Stephens), Manchester 


Bukhari, 
- W2 
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Bradley, К. J. (E. W. B. Cotterell), Sutton 
Coldfield 


Braithwaite, D. A. (J. D. Askew), Cheltenham 

Brake, B. (W. H. V. Witcher), Wokingham 

Bramwell, C. (J. W. Berriman), Coventry 
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Moore, K. `Т · (В. Kirkpatrick), West 
ickham 


Moore, M. (A. S. Price), Hinckley 
Moore, P. R. (E. S. Russell), Walsall 
Moran, А. 0. (5. F. Chaplin), Willenhall 
Moran, wW. (J. Morris), Earl’s Court, SW5 
Morant, L. б. M. (W. A. White), Barnet `- 
Morel, W. J. (Е.К. Nicholson), Guildford 
Morgan, D. E. (J. B. Sewell), Sidcup 
Morgan, D. W. (F. L. Constable), Oswestry 
Morgan, J. L. (R. S. Gumery), Birmingham 

‚ (N. Summers), Acton, W3 

. J. (C. P. Гана, ‘Thames Ditton 
Morgan, К. С. (С. B. Judd), Chiswick, W4 
Morgan, R. D. J. G. T. Corbett), Kilburn, 

NW 


Morgan-Jones, R. J. (R. N. D. Langdon), 
„Chelsea, SW3 

Morlidge, D. F. (J. F. Waring), Bolton 

Morrice, M. J. (Н. A. Astbury), Ealing, W5 

Morris, A. E. (Miss), (R. J. Whiteman), Bir- 
mingham 
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Morris, P. G. (M. G. R. Keeling),. Barnet 

Morris, Р. б. (A. Р. Ohrenstein), Golders 
SE NwWir 

Morriss, A. (J. Perfect), Whyteleafe 

Morton, А, J. (W. Е. Pearce), Leeds 

Moscrop, С. І. (J. W. Tumbridge), Enfield 

Moses, 6. Е. (С. Baddiley), Kettering 

Movahedi, B. а МИ св), Manchester 


‚ (Miss), (В. 


gh 
Munden, уз W. (С. В. Newcomb), Carshalton 
Murdoch; Si А. (G. Ford), Broadstone 


Muran E: M. J. (T. H. D. Green), London 
Murphy, B. P. (D. D. Williamson), Dagenham 
Murphy, С C. N. М. (Н. W, Franklin), Liverpool 
Murray, K. A. (R. B. M. Knight), Brighton 
Murray, R. J. (R. А. Barsham), Leytonstone, 
Muscutt, K. G. (A. R. Barrett), Bedworth 


Musicka, P. H. (G. С. Wilkinson), Middles- 
brough 
Myerscough, N. (R. L. Emmitt), Sheffield 


Myring, D. R. (J. D. Wells), Golders Green, 
NwWit 

Namey, В. A. (К. L. Young), Carshalton 

Nangle, С. J. Т. (Р. Mendelssohn), Guildford 

Nash, К. Н. (в. М. H. Read), Bromley 


Natrrass, J. C. (C. G: Sparrow), Stockton-on- 
ees : 
Naylor, D. A. (W. W. Powell), Pudsey 
Nazuddin, = (L. Irvine), Herne Hill, SE24 


Neal, T. A. F. (J. Н i Golchen), Leicester 
Neighbour, J. F. T. (D. T. Ansell), Upper 
Edmonton, № EU 


Neish, B. (K. R. Charlton), Tring 
Nelson, Р, А. (Т. J. Woods), Hitchin 
Nensey, M. 1A Bedford), Paddington, Wa' 


Nettleship, R е. Marsden), Hull 

Newman, J. W. (R. J. Carpenter), Cobham 

Newman, R. р. . (В. О. Chilver), Hamp- ` 
stead, NW: 


3 
E. R. (M. Board), Sydenham, SE26 


Newnham, 

Newton, A. x (H. N. Wylie), Esher 

Nichol, DER DU C. Вепзоп), Stocksfield 
Nicholls, G Pd. P. Blows), Limpsfield 
Nicholls, G . V. (D. H. E. Kahn), Walton-on- 
Nicholls, R. K. (P. P. Parken, O ington 
Nicholson; В, D. (J. T. Williams), St Austell 


Nixon, I. L. (B. Darbyshire), Wigan. 
Nixon, Т. (Т. б. Wilson), Stockport 
Мокен, І. М. (R. Т. Wrieden), Walthamstow, 


Norman, M. B. (R. J. Wheeler), Tunbridge 
ells 

Norris, D. A. (J. L Merchant), West Ealing, 
13 

North, A. H. L. (J. С. Steare), Hampstead, 
NW; 


| North, D. M va Wo C. Long), Bradford 
Noseghe, M.S C. (K. Jackson), Cricklewood, 
W. 


2 

Nurun Nabi, T. I. M. (J. J. 5. Reynolds), Earl’s 
Court, SW5 

Nuruzzaman, S. (J. B. Sanderson), Ipswich 

Nuttall, P. D. (D. R. B. Smith), Ashtead 


Oates, J. В. 5. (В. Plummer) Kensington, W8 
O’Brien, N. E. (S. Gold), Slough 

O'Connor, A. J. (D. J. Lo Midhurst 
Oduwole, В. A. (В. Н. Lyons), Clapton, Es 
a О. (М. С. Miles), South Lambeth, 
pu. S. O. (R. W. Cox), Nottingham 


"Leary, Е RG L. Merchant), Reading 
Ollington, R. J. (G. Franklin), Brighton 
О Nar W. С. (S. LA Finsbury 


. (D. H. Dunn), Exeter 
. (T. D. Spooner), New Malden 
О. (H. J. Jones), Lewisham, SE13 
А . (J. А. Lee), Worksop 
Owen, G. С. (А. Т. Dowd), Manchester 
Е. С. Batty), West Bromwich 
Rudolf), East Finchley, N2 
Р. Smith), Harpenden 


‚С. 
М. 
В. В. Cahill), Leeds 


Patel, М. В. (б. 
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Packham, N. J. (J. Daykin), Nottingham 


Padgett, R. A. (R. A. W. Caine), Radlett 
Padley, D. A. (T. R. D. O’Neill), Brigg 
Page, А. (С. R. de la Wyche), Manchester 
Page, J. M. (K. Hope), Birmingham 
Palmer, A. (W. A Auck er), Kilburn, NW6 
Palmer, G. І. (T. К. Hod ell), Nuneaton 
Parfitt, G. F. (E. P. Robey), Reading 
Park, Т. A. (Т. L. C. Clarke), Plymouth 
Parker, А. С. (D. Н. Morris), Neath 
Parker, J. Ps Mi i; 'T. Bootyman), Lincoln 
Parker, M. T. PA J. Couldery), Lancing 
Parkhouse, Т. A. (M. Mansbridge), Kentish 
Town, ММ 


Parrish, Р, А (P. Н. Treby), Barnet 


Parry, б. Й. А. (T. I. Williams), Woodford 
reen 
Parry, E E. (S. B. Smith), Birkenhead 
Parsey, M. E. (D. W. Hall), West Hartlepool 
Parsons, J. Е. (M. А. Green), Worthing 
Parsons, P. L. (M. ҮҮ: Wood), Birmingham 
Partington, С G. RD ‚ Edge), Manchester 
Pascoe, T. с. Scannell),. St Albans 


Paskins, K. Y, (A. W. Gernier), Southend-on- 

Sea 

Patel, H. K. (J. S. Shah), Golders Green, 
NwWi1 


В. Young), Chelsea SW3 
Patel, N. N. (W. J. Brereton), Kilburn, NW6 
Paterson, D. б. J. (В. Philp), Northwood  : 
Pattison, W. M. (W. T. Horsfall), Liverpool 
Pavlou, J. (L. Marks), London МІ 

Paye, I. M. (J. J. Fine), Croydon 

Payne, D. (H. G. Somerton), Hemel Hemp- 


stea 
Payne, L q: С. Lee. West Bromwich 
Payne, К. L. (A. F. R. Payne), Stroud 
Payne, W. W. (H. у. Knight), South Norwood, 


2 
Реасћ, 3: M. (F. B. Peach), Burton-on- Trent 


Pearce, C. . 5. (R. Owers), Bexleyheath 
Pearce, I W. (N. А. Tolputt), Reading. 
Pearl, H. С. (А. N. Hollis), ‘Tonbridge 

sane, бА Е. e Greenwood), Ealing, Ws 
Peat, C. J. Б W. E. King), Amersham 
Peck, N.D (D. Smith), $ tanmore 

eck, B. J. 7. CWB ‚ 5. Walker), Braintree 
Pegram, М. К. Ф. Т. б. Snuggs), Bourne- 

mouth | 


Реппу, К. w: Мов) Stockport 
Perdeaux, R. (C. H. W. Powell), Leyton, Exo 
Peries, B. R. “а. Bellman), Notting Hill, Wrz 
Peries, C. L., Bristol 

Perkins, A. D. (D, O’Shea), Pontypridd 


Perring, D. S. (J. R. Morgan), Frimley 


Pert, В. А. (М. 159), (D. M. Rossi), Norwich 
Peters, D. А. (G. Bowyer), St Ives, Hunts 
Peters, J. Е. ( Sinclat), Wembley 
Pettman, N. e па Sayer), Birmingham 


g. S 
Petzall, P. M. (L. A. Cox), liford 
Pheby, J. W. J. 


7 
Phillips, A. P. W. (B. R. Dunn), Nottingham 
Phillips; A. W. (L. E. Arrowsmith), Whitley 


ay 
Phillips, J. J. (L. J. Ive), Richmond, Surrey 
Phillips, R. H. (R. G. Slack), Hull 

Pickering, W. J. (R. Radford), -Hinckley 

0. Sibley), Bristol 


Pickup, 1. R. 

Pike, R. H. (C. H. O. R. Kohler) Edgware 
Pinchard, M. P. (E. L. Pargeter), Beckenham 
Piper, J. F. (Ј. We Raw), Forest Hill, SE23 
Piper, T. V. Payne), Ilford 

Pirani, A. U. UG 7 . Fine), Earl’s Court, SW5 
Plaistowe, W. I. D. (J. P. C. Richardson), 


Amersham 
Pollock, R. ee M. Emanuel), Maida Hill, Wo 
Pollock, R.A. (E. 5. чеке, Birmingham 
Pol dorides, M. (C. C. Bigg), North Finchley, 


та 
Pomeroy, 5. В. У. (Н. Peat), London W8 
Ponsonby, 5. Р. (J. Р. Ferguson), London Ex 


Pool, Т. К. (Р. Е. Cooper), Beckenham 
Poon, А. Y-K. (B. D. Chapman), Paddington, 
2 
Pople, D. M. (H. G. M. Leighton), Bristol 
Porter, T. B. (C. D. Walker-Arnott), Ewell 
Postlethwaite, P. (P. I. Addison), Sutton Cold- 
e 
Poulter, A. E. E, (J. W. Beriman), Sheffield .. 


Powell, J. J. (formerly with T. H. How, dec’d), 
Luton 

Powell, J. M. (Miss), (J. K. Douglas), Liver- 
роо. 


(T. E. F. Leacock), Charlton . 


Powell, M. D. (М. G. H. 5 encer), Smethwick 
Poyiadjis, І. 5 (м. Marks), London Wx 
Poynder, J. R. (J. M. Keith), West Kensington, 


Prebble, T. 5. (Т. М. Macdonald), Bromley 
Preston, J. 7. E. (J. W. Perman}, Golders 
Green, NWitr 


Prickett, A. Т. g: Whitley), Banbury 
Prosser, B. G. (J. B. Allardice), Warrington 


Pull, W. PR. L. Harrison), Paddington, W2 

Pullen, T. A. (В. А. . Bailey), Folkestone 

Purchase, D. E. (B. Pearson-Griffiths), 
Solihull 


Purdy, D. E. (P. D. Saville), Bow, E3 
Pye, N. L. (J. F. Hendre), Coulsdon 


Quek, L. C. (L. Goldwyn), Hampstead, NW3 
Quinn, J. (Е. W. Spruce), Neweastle upon 
yne . 


її 
LM P. F. W. (A. T. Reed), Tunbridge 
ells 
Raizada, B. K. (C. P. David), Golders Green, 
NwWi1 
Raj, R (E. J. Woodhams), North Kensington, 
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Rajah, Н. С. М. (E. Royce), Manchester 
Ramsbottom, R. F. (B. G. Healey), Northwich 
Rameden, S a (Œ, Chadwick), Bolton 
Randle, C. E. (J. R. Adcock), Stourbridge 
Randle, P .M. (F. й Stewart), Chesterfield 
Raniwala, 2. F. Н. (J. Н. Banfield), North 

Finchley, N12 


Rapaport, P. . B. (P. H. Benedict), Maida Hill, 

висе P А AED . Walker), Watford 

Rathor, M. K. (S. A. Middleton), Newcastle 
upon ni 

Rattan, R. K. (M. M. Feigen, Paddington; W2 

Raven, G; 5. (L. K. Scott), Enfield 

Ray, S. K. (P. F. Rendet, Banal 

Raychaudhuri, 5. (К. С. Winward), Hemel 
Hempstead 


Read, А. B. (Н. J. Сокен), Derby 


. B. Burkett), Bristol 


Reece, Р. Р. (Н. б. Стау), Nottingham 
Reed, M. H. (R. Peel), Bristol 
Rees, С. J. (М G. Thomas), Swansea 
Rees, G. (A. M. Williams), Swansea 
Rees, J. В. (J. Р. Hebden), GI ah 
Rees, ЇЧ. В. (R. S. Waldron), Harrow 
Rees, P. A. (B. W. Graves), Swansea 
Renshaw, R. A. d Collins), Manchester 
Reynolds, N. J. (J. Portergill), South Kensing- 
ton, SW7 
` Reza, S. S. (О. T. К. Sela), Radlett 
E. Corscadden), Earl’s Court, 


SWs 
Rhodes, Р . J. T. Corbett), Derby 
Rich, 5. А. (R. W. Carr), Leeds 
Richards, A. H. R: (F. A. Holyoak), Shrews- 


ury 
Richards, C. (W. R. Pugsley), Kilburn, NW6 
Richards, R. W. T. (A. G. J. Horton-Stephens, 


Worthin, 
H. D. (E. B. Greet), Epsom 


Richardson, 
Richardson, H. F. (E. Kirkby), Bradford 
Terrell), 


Richardson, J. D'A. (E. T. G. 
Aylesbury 

Richman, В, (E. М. Kevehazi), Hendon, NW, 

Richmond, C. o (R. Radford), Leicester 

Richmond, R. (K. С. Darke), Leyton, Exo 

Riddell, S. J. (Е. Мер. Hall), Cheam 

Riegels, G. A. (J. Perfect), Barnet 

Riley, D ДЕ Buxton), Newcastle, Staffs 

Riley, J. D. (Р. N. ERROR Wakefield 

Riley, M. R. (G. L. Wiener), South Kensing- 


ton, SW7 
Riseman, D. W. (J. Н. Bermon), Westcliff-on- 


Ritchie, J. R. L. (J. O. M. Williams), Сатане 
Ritchi ie, W N. (R. Goodwin), Derby 
Rix, K. (J. С. a Middlesbrough 


Rhodes, J. Н. ( 
. B. 


29 


Rizvi, М. ree RW N. Payne), Tooting, SWr7 

Rizvi, 5. A. T. (Р. Peters), North Kensington, 
то 

Roberts, J. В. (С. W. C. Jackson), Bramhall 


Roberts, J. В. W. (С. M. Hope), Liverpool . 
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Roberts, К. 5 (Р. 
Roberts, R, N. (J. C 


В; Fuller), Leyton, Ето 
. Davies), Wrexham 
. H. Budding), Leicester 


Rolph, J. В. (С, `$. Н. Dicker), № огулс 
Rolph, T. а. J. Newey), Southend-on- Sea 
Бове, D. К. Н. (Н. Don), Wirral 


Button Coldfield 

Ross, P "iverpool 

Rossor, М.К. (Н. Е. Hann), Watford 

Rostance, D. А. (К. і. Emery), Walsall 

Rotherham, D. (Н. 5. Lucas), South Kensing- 
ton, БҮТ 

Rothwell, А ‚ В. (К. Naismith), Stockport 

Rothwell, P. J. (R. T. Walters), Salisbury 

Rouf, N. H. K. (B. J. W. Berman), Hornsey, 
м8 

Rouse, Р. №. (Т. Hayes), Worksop 

. С. Gusterson), Rugby 

. A. Hawes), Battersea, бі: 

Р. ҮН. боша), London Wr 


dick, 
Ruggles, D. S. 
Russell, D. S. (F. W. ` Guest), Birmingham 
Russell, M. J. 
Russell, T. M. F, W. Fletcher), Bournemouth 
Rust, M. R, (J. T. Rutherford) Dagenham 

А. (G. А. Paine), Oxford 

Ryan, P. F. M. (G. L. Ratcliffe), Bournemouth 


Sabey, M. A. J. (Е; К, Hews), Worthing 
Sacranie, (R. J. Meek), Golders “Givin: 


Міх 
Sacranie, F. М. (б. J. Myers), Golders Green, 
NWir 


Sadiq, M. (S. D ео), Manchester 
Safa, М. 2. (А. Sears), Finsbury Park, N4 
Sahami, Е. (J. 6. 8. E ORA Edgware 


Sainsbury, G. É (QW. H. V. Witcher), Reading 

Sainsbury, R. F. N. (W. В. Chapman), Esher 

Sajid, А. В. (J. Parkinson), Finsbury Park, N4 

Salami, С. A. (F. С. Р, Shears), Puabos 
Park, N4 

Saleem, Ze H. (H. Brandes), North Finchley, 


Salman, M. A. (D. W. Jennings), Bristol 
Salmon, Е. С. (А. J. Golding), Stafford 
Samuel, J. D. (Miss), (H. C. Samuel), Acton, 


W3 
Samuel, k G. (А. І. Wyborn), Paddington, W2 
Sanctis, S . (M. R. Clarkson Webb), Padding- 
ton, 
Заноза, N. M. (А. P. Humphries), Kilburn, 


Wé 
Sanderson; J. L. (K. L. Young), Forest Hill, 
SE2 


3 
Sandhoo, M. S. e R. Emanuel), Swansea 
Sargent, B. J. R. (G. H. Stevenson), Bexley 
Savin, P. V. (O. B. T. Bennett), Aylesbury 
Saward, W. H. (W. H. Eldridge), Braintree 
Sawyer, J. L. (Н. L. Cotterill), Norwich 
Scammell, R. С. (P. R. Johns), Yeovil 
Scapens, R. W. (R. H. Weston), Liverpool 
Schofield, P. J. (G. Ford), Poole 
Schofield, R. H. (A. K. Walton), Bradford 
Schol, B. Ae A. (T. F. ago Hinchley Wood 
Scott, C. G. (W. E. Emms), Walton-on- 
^ Thames 


Scott, D. C. (T. Thornton), Bicester 
Scott, M J. (A. P. Hughes), Chislehurst 
Scòtt, M. J. (О. Н. Thompson), Paddington, 


2 

Scott, Р. В. (В. Gibb), Swansea 

Scott, R. М. С. (J. L. Gleve) Wolverhampton 

Scott-Plummer, P. J. (K. W. Johnson), Ken- 
sington, W8 

Scruton, L. (Miss), (F. W. Bailey), Leeds 

Scutter, А. К. (К. Hunt), Reading 

Se T P. W. (В. W. J. Foster), Mill Hill, 


Searle, 7, DE P Patterson), Highbury, № 
Seddon, D . W. (D. H. Rooke), Highgate, N6 


Seet, М: Н. (А. A. Davis), Cricklewood, NW2 

Sefi, M. R. (G. B. Judd), Kensington, W8 

Seow, K . Р. (б. M. Collier), Highbury, Ns 

Seropian, V. M. (D. R. P. Baker), Harrow 

Serrao, D. M. (W. G. Medlam), South Ken- 
sington, SW, 

Shaig, M LC А. Smith), Kilburn, NW6 

Shah, C. V. (M. Lytton), Finchley, N3 

Shah, D. W. F. Hague), Maida Hill, Wo 

Shah, Р. І. (]. E. Borrett), Kentish Town, 


5 
Shah; J. D. (P. M. Robeson), Muswell Hill, 

то 
Shakallis, L. (S. S. Primost), Finsbury Park, 


4 

Shakeshaft, A. M. (Mrs), (G. L. Williams), 
Liverp ool 

Shand, б J. (Sir Harold Gillett), Chelsea, SW3 

Sharda, S K. (M. S. Walker), Bradford 

Sharp, 'G. P. (А. W. W. Baldwin), Orpington 

Sharp, S. A. (A. F. B. Ham), Bristol 

Sharpe, N. P. (J. M. Hunt), Lincoln 

Sharpe, W. J. (S. Ward), Letchworth 

Shaw, К. (В. С.. Carter), Maldon 

Shaw, M. D. (G. W. Currie), Blackpool 

Shaw, S. M. (H. B. Singer), Llantwit Major 

Shay, I. (D. L. Combridge), Southend-on-Sea 

Shaya, A. M. (N. M. Cohen), Golders Green, 
МУ 11 

Shaya, 5. (D. F. Sharpe), Golders Green, 
NW 


ІІ 

Shearmur, К. L. (С. Ellice), Woodford Green 

Sheikh, A. M. (D. A. Blofield), West Kensing- 
ton, Wia 

Shelton, ЕМ (D. E. Picot), Jersey, С.І. 


Shepherd, C. M: (F. R. Ince), Croydon 
Sheppard, D. A. (E. O. Toft), Stoke-on-Trent 
gherwood, R. S. (D. S. Knights), Croydon 
Shipp, D. A. (С. Fisher), Orpington 
Shoesmithy I D. E. (Н. В. Smith), Liverpool 
‘Short, D. W. (В. С. Fox), Southampton 
Shoukry, K . (D. F. pu London SW: 
Shragah, А. Е. (Miss), (D. Н. Kirk), Hamp- 


stead, 3 
Shuttleworth, M. К. (J. Thomason), Bolton 
Sibson, J. A. "Ww. (M. L. Page), Norwich 
Siddiq, K. Z. (W. N. Mason), Manchester 
Siddiqi, l Е. (A. Feldman), Battersea, SW11 
Siddle, K ph Maxwell), Cheadle Hulme 
Siddons, P. R. (R. F. Sumner), Chelsea, SW3 
Sills, P. J. 'g. Кеј Raymond), Heswall 
Silverton, N. F. (R. W. Mason), Sanderstead 


Sim, S. S. (С. F. C. Meo rad SW3 

Simmonds, В. ЇЧ. (A. Е. В. Ham), Bristol 

Simpson, J. A. (С. Ramsden), Shipley 

Simpson, J. М. (А. E. С. Hartnell) СЕТЕР 
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Sims, К. J. (D. С. W. Moss), Derby 


Singer, В. T: (А. Goodman), Liverpool 
Sketchley, W. B. (O. H. Thompson), Tadworth 


Slack, S. (N. M. Àskwith), Chingford, E4 

Slade, A. J. (G. D. Cucksey), Esher 

Slater, P. (R. Plummer), Croydon 

Slingo, M. E. (C. F. Dashwood), Croydon 

Smallwood, Р. Н. (D. F. Dodd), Knowle 

Smedley, R. J. (B. D. Clark), Bournemouth 

Smethurst, D. H. (A. V. J. Моге), Swinton 

Smiley, P. J. (R. Lawrence), Birmingham 

Smith, C. C. (J. T. Hibbs), Lincoln 

Smiti C. V. (N. B. Danbury), Southend-on- 
ea 

Smith, E. (E. Greenwood), Leeds 

Smith, G. D. (A. McKenzie), Sunderland 

Smith, H. N. (J. A. P. Lowe), Leyland 

Smith, I. R. (J. M. Hall), Solihull 

Smith, I. R. (R. J. Howling), Beckenham 

Smith, J. A. G. (D. L. Levy), Finsbury Park, 
4 

Smith, J. G. A. (D. H. Lambert), Solihull 

Smith, M. І. (E. J. Comley), Walthamstow, E17 

Smith, N. W. (F. J. S. Wi liams), Reigate 

Smith, R. (H. Burrows), Blackburn 

Smith, R. (H. U. Green), Runcorn 

Smith, R. D. (N. D. Taylor), Sheffield 

Smith, T. J. T. (A. C. Sheppard), Nottingham 

Smith, T. S. (D. C. Minns), Burton-on-Trent 

Smith, W. (C. Honeywell), Griffithstown 

Smith, W. H. (J. W. Fawdry), Portsmouth 

Snell, D. J. (K. B. Stone), Birmingham 

Snow, D. (W. R. Carter), Manchester 


R. 
Snowball, J. (G. M. Pearce), Cardiff 
. P. Бћерђег у, Farnham 
Sowa, R. J. (5. G. Prime), North Paddington, 


II 


Spafford, 


Р. М. (М. звер раса Maidenhead 
Spall, A. Gi J. 


, (T. D. М. Miller), Manchester 
Speaight, N. M. Goddard), London 
1 


J. € 
Spear, P. E. (Н. S. В. Harrison), Redditch 
Spearing, R. E. (N. McLaren), Woodford Wells 
Spicer, В. P. (Ј. J. Longland), Petersfield 
Springle, С . (B. Бош, Hanwell, W7 
Squires, R G. (W. S. Potter), Derby 
Stacey, A. Е. M J. Calder), Orpington 
Stafford, P. JR . (H. England), Portsmouth 


Stanbury, С. E Eyley), Burton-on-Trent 
Sangen De ‚бу. Matthewson), Newcastle 
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*Includes. 51 candidates who sat for both Parts of the examination and passed in Part I only | 
TIncludes one candidate who'sat for both Parts of the examination and passed in Part II only 
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Administration Aids 
ONTENT and communication are two of the principal 
problems to be ‘settled. when gathering and disseminating 

accounting information for the use of management. The first 

of these is influenced by the type of business being reported on. 

A concern which is highly capitalized, for instance, requires 

effective control of the deployment of its fixed assets and a watch 

to be kept on the prospects of long-term profitability; whereas in 

a trading concern where the emphasis is on the quick turnover of 

current assets and immediate profits, the focus must be on stock 

levels and debtor and creditor movements. ` 

As regards communication, a number of factors are of vital 

importance to good service — among them speed and accuracy in 
collecting the material to be circulated; co-operation among the 
different levels and sections of. management doing so; co- 
ordination in the processing flow so as to avoid duplication. of 
effort; and an exact appreciation. by its compilers of the purpose 
for which the data is being gathered. It is essential, also, that the 
accountant in charge of these operations should be a member of 
the management team responsible for running the business ѕо’аї 
he may be able at first hand to interpret to his colleagues the 
information being presented and to. énsure that the financial 
implications of policy and. other decisions made are fully under- 
stood. 
In the latest of the series of booklets on management inform- 
ation currently being published by The General Educational 
Trust of The Institute of Chartered Accountants in England and 
Wales, Mr А. P. RAVENHILL, F.C.A., discusses in turn the pattern 
of accounting services to be provided, the means and methods to 
be used in supplying them and, as important as any, the human 
qualities necessary to make certain their successful assembly and 
application. Among the general principles which he stresses are — 
that the value to management of the information provided must be 
related to the cost of supplying it; that the layout of the information 
must be flexible so that it may readily be adapted to accommodate 
changes caused by the infusion of new techniques, new products, 
new departments or, simply, expansion of business; and that the 
auditors should be consulted on any proposed major alterations to 
the existing system. 


" 


While Mr RavENRHILL deals in some depth with the organiz- . 


ation of accounting services and the systems and mechanical 





1 Improving the Efficiency of Administration of Accounting Departments, available 


from the offices of the Institute, 56/66 Goswell Road, London ЕСт. Price тоз. 
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devices which may be recruited to aid efficiency, it is 
apparent that he believes implicitly that there is no 
substitute for a blend of human skill and common 
sense. He insists, for example, that the head of a section 
should always be a better man than any of his assistants ; 
that an intelligent plan of staff training and promotion 
is desirable; and that orderliness and method in all 
facets of recording are vital to precise and up-to-the- 
minute reporting. Indeed, his last chapter consists of 
a series of maxims on the qualities which the member 


of the top management team responsible for supplying 
this service must possess, 


The first of these is ‘Know your business’ which 
implies a constant awareness of all company activities 
and policies and any changes or developments therein. 
The second is ‘Know your job’ which calls бог а like 
understanding of individual duties. The third, ‘Know 
your staff’, is self-explanatory and the fourth, ‘Analyse 
your existing system’, advocates a critical approach to 
presently accepted methods which, on closer inspection, 
may turn out in some respects to be wasteful or even 
wholly unnecessary. Number five is ‘Set time limits for 
production of information’, the limits being fixed not 


by the capabilities of the accounting staff but by the , 


needs of the business. Next comes the maxim “Think 
logically’ at which final decisions on how to improve or 
even replace existing methods are taken. The next two 
exhortations, ‘Plan the new system in detail’ and “Train 
your staff’, follow naturally and, finally, comes 
‘Implementation’, a resonant word which ‘presup- 
poses the setting of targets for the achievement of the 
introduction of the new system’. Mr RAVENHILL 
suggests that discipline in adhering to time schedules 


should bring a spirit of urgency to accounting 
services. 


Three appendices to this stimulating booklet pose 
examples of questions which might be asked when 
revising an existing system. They refer to books of 
account, to wages and salary records and to forms 
currently in use. The reader who is sufficiently 
lacking in modest stillness and humility to consider that 
he already knows all the questions as well as the 
answers is recommended to sit down and prepare his 


own lists and then compare them with those of 
Mr RAVENHILL. 


What Mr RAVENHILL preaches, Mr R. W. POWELL, 
С.А., puts into practice in another publication just to 
hand, one of a series of occasional papers issued by the 
Industrial and Commercial Finance Corporation Ltd.” 
On the assumption that those in overall charge of a 
company are concerned with broadly-based information 
_ — as contrasted with the specialized information on such 


2The Monthly Statement — An Aid to Management, I.C.F.C., 
7 Copthall Avenue, London EC2. Price 55. 
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matters as market research, raw material trends and 
prices and machine capacity and utilization required by 
those responsible for specific departments or areas of 
activity —he submits a specimen set of statements 
suitable for businesses varying in size from one factory 
and one product to several factories and a range of 
products. He prefaces these examples with notes on the 
information required for overall control on how to 
prepare and use the statements and on other forms of 
statements which may be incorporated if the size of the 
business warrants it. 


Mr PowrLL considers that in order effectively to 
control the conduct of a company's affairs, its manage- 
ment should be kept informed at four-weekly intervals 
on the order position; on sales, output, costs and profit- 
ability; on the cash situation; on labour conditions; 
and on assets employed. This knowledge should enable 
the recipients not only to assess the progress of the 
company in the immediate past but, also, to plan 
ahead. Because of this, the statements provide, where 
appropriate, for the insertion of budget estimates so 
that promise may be compared with performance. 


An obstacle to the well-intentioned efforts of many 
small businesses aspiring to produce regular trading 
and financial statistics is the lack of reliable stock 
figures, and іп an appendix Mr PowzLL makes some 
useful observations on improvized methods of valuing 
stocks and work in progress. The problems, he points 
out, fall into two main categories — the difficulty of 
ascertaining the quantities held and the task of pricing 
them. He suggests a number of ways which, in the 
absence of systematic cost records, may Бе used- . 
among them physical counts; working backwards from 
sales totals by deducting predetermined profit 
percentages; and working forwards from purchase and 
production records—but none of these is wholly 
satisfactory and Mr PowELL strongly emphasizes the 
need for the installation of proper stock records as soon 
as practicable. Work in progress, he adds, must in- 
evitably be a calculated figure unless a sophisticated 
accounting system already exists. 


It is interesting to remark that these two publications, 
although one deals with the general and the other with 
the particular, have a number of points in common in 
recommending the nature of accounting information to 
be presented to management. One is that it should be 
expressly patterned for the purpose for which it is to be 
used and the people who are going to use it; another is 
that it should be sufficiently flexible to reflect changes 
in company policies and activities without radical 
alteration; and, finally, that it should be produced in a 
sufficiently compelling way to act not only as a guide 
but also as a spur to management to improve efficiency 
and, consequently, profitability. 
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Leasehold 
Acrobatics 


HE Leasehold Reform Bill received its third reading 
in the House of Commons on June 2oth, after the 
House had made a number of amendments. 

The Bill came up for discussion at 3.53 in the after- 
noon, and was heralded by the SPEAKER saying ‘Will 
hon. Members please leave the Chamber quietly?’ The 
first amendment made was a new clause (clause 28) 
which empowers the High Court to make an order 
vesting the freehold in the tenant where the lessor 
cannot be found, or his identity cannot be traced. In 
such a case the price is fixed by a surveyor selected by 
the PRESIDENT OF THE LANDS TRIBUNAL, and it has to be 
paid into Court before the tenant obtains the freehold. 

The principal amendment was the reintroduction by 
the Minister or Housine of rateable value limits 

. above which the lessee will have no rights under the 

. Bill. These are £400 for the London area and £200 
elsewhere. These limits were in the original Bill but 
in standing committee a motion to remove the limits 
was carried by eighteen to one; the only dissentient 
being an Opposition Member. The MiNISTER himself 
voted, in standing committee, for the exclusion. One of 
his own supporters, who had proposed the removal of 
limits, said he had listened to the MINISTER this time 
with a judicious mixture of sympathy, admiration and 
incomprehension. Another Member pointed out that 
both in the White Paper, issued just before the 1966 
general election, and in the second reading, Mr 
WiLLEY had put forth the principle that “The bricks in 
equity belong to the leaseholder and only the site to the 
landlord’. As was pointed out on both sides of the 
House, if that is the principle, then rateable values have 
nothing to do with it. 

The case was cited again of a leaseholder who at his 
own expense had added a garage, thereby putting the 
rateable value of his house above the limit at which he 
could compulsorily buy the freehold at an advantageous 
price. One Member suggested that this leaseholder 
might tear the garage down in order to bring the house 
back within the Bill. However, even this is not possible 
because the test is what the rateable value was on 
‘March 23rd, 1965, and no one can alter that now. The 
limits would be highly anomalous even if rating were 
an exact science; a home is a home whatever its rate- 
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able value. However, the whole basis of rating valuation ` 
has been brought into some disrepute by the litigation 
between the Peachey Property Corporation and the 
PADDINGTON VALUATION OFFICER in 1965. An Opposition 
Member quoted extracts from the judgments in the 
Court of Appeal. Referring to the forms issued by the 
rating authority, Lord Justice DANCKWERTS said that 
these seemed 'extraordinarily inept and most unlikely 
to produce useful and, indeed, essential information’. 
His lordship went on to say that the valuation officer 
‘seems to have elicited very little useful information 
and to have neglected what useful information he did 
obtain’. The Lord Justice was further quoted as saying 
that the valuation officer produced results by the dis- 
regard of matters which were proper to be regarded 
and by the consideration of matters which should have 
been ignored. The Member also quoted Lord Justice 
SALMON as saying that there had been established 'a 
high degree of incompetence on the part of those 
responsible for the valuation list and that as a result of 
this incompetence the valuation list contains many 
errors’. It is on this that a lessee's right to enfranchise. 
will depend. | 

The ВШ promises to be a happy hunting ground for 
lawyers and valuers. In particular the new definition of 
‘house’ will cause some headaches. It is too long to cite 
in full but the two following riders are worth repro- 
ducing: =? 


а) where a building is divided horizontally, the flats or 
other units into which it is so divided are not separate 
“houses”, though the building as a whole may be; and 


(b) where a building is divided vertically the building as a 
whole is not a “house”, though any of the units into 
which it is divided may be.’ 


Legislation which ends with an expression like ‘may be’ 
is hardly calculated to bring precision. The object of 
this tortuous wording is to exclude lessees of flats from 
any benefits under the Bill, which is another large area 
in which the newly discovered principle about the 
house belonging to the lessee is not in practice to be 
applied. | 

The ВШ remains a bad Bill. There аге so many 
anomalies in it that the law will be worse after it than 
before it. It proceeds on a wholly false premise, namely, 
that wherever the rent is below two-thirds of the rate- 
able value, that shows that the lessee or his predecessor 
in title bore the cost of building the house. One reason 
why the rent can be so low is that since the lease was 
granted the value of money has fallen; an event for 
which successive Governments are not entirely blame- 
less. The luckless lessor, having seen the real value of 
his rent falling steadily as a result of inflationary 
policies, will now be compelled to convey: the freehold 
to the lucky tenant at an undervalue. 


Current 
Affairs 





Losses at Lloyd's 


[о majority of the six thousand ог so underwriting 

members of Lloyd's, many of whom are ‘outside 
names’ and do not actually work there, are being asked 
by their underwriting agents for funds to meet losses 
incurred on their 1964 and 1965 accounts. 

Although the global figures for the 1964 account, 
which was closed at the end of 1966, will not be 
published until August, it is anticipated that the overall 
loss may well be in the region of two per cent, or more, 
of premium income, compared with a marginal profit of 

1:48 per cent in 1963. 

Depending on the syndicates with which they are 
associated and the share of those syndicates’ lines 
which they accept, individual members are being 
asked to provide funds ranging from a few thousand 
pounds up to £20,000, or more. As a result, many 
underwriters are deciding to resign, especially since the 
1965 account which includes the claims for hurricane 
Betsy is likely to produce even worse results. 

Since substantial profits have not been earned for 
some time, few members have large reserves on which 
they can draw to meet these losses. 

Clearly, the majority of members can weather the 
storm and, for them, the long-term outlook must be 
encouraging, although it is unlikely that Lloyd’s will 
ever become quite so profitable as it was in the past. 
International competition is now too intense. 

Last year, underwriters felt that they were turning 
the corner. After their poor claims experience in the 
previous years, substantial premium increases were 
imposed. 

Barring catastrophes, the 1967 account could show a 
small profit, and underwriters should be able to in- 
crease their investment income since arrangements have 
been made to speed up the payment of premium from 

‚ brokers. In the past, in certain sections of the market, 
brokers have been withholding premiums for long 
periods and earning substantial interest on them for 
their own account. 
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£ Decimal System Upheld 


Es Decimal Currency Bill passed the Report stage 
and Third Reading in the House of Commons last 
week and the Government's f, system was upheld. 

А final, last ditch amendment moved by a Member in 
favour of the xos-cent system was rejected by 170 votes 
to 73. Commenting on the proposed amendment, the 
Chancellor stated that the Halsbury committee had 
examined twenty-five possible systems and had given 
more consideration to the matter than had anyone else. 
He added that in the end Lord Halsbury had come down 
against all the other possible systems and had reached ' 
a decision which the Government endorsed. 

A further amendment to make the £, florin and cent 
the major units of currency (with the cent worth one- 
hundredth part of a florin) was also defeated, this time 
by 163 votes to 37. This system would retain a coin 
equivalent to a halfpenny whereas with the Government 
system the smallest unit would be 1:24. However, the 
Financial Secretary to the Treasury dismissed the 
argument with the comment that the supposed dis- 
advantages of losing the halfpenny had been enor- 
mously exaggerated. He was of the opinion that 
changing the system for one of such ‘immense dis- 
advantages’ as the {-mil system was quite unwarranted. 

The Government has therefore succeeded in pushing 
through its views on the £ unit despite strong opposi- 
tion in favour of the 1os-cent system. The change-over 


is, of course, due to take place in 1971 and in the 


meantime there are all the problems of machine 
conversion and office re- Б и to be thought about 
by accountants, 


Ulster’s Industrial ‘Health Service’ 


Te Northern Ireland Parliament has just renewed, 
until the end of 1970, a scheme which has been 
nicknamed ‘a health service for industry’. This is the 
Industrial Advice and Enterprise Act, which came into 
operation in 1964 and has already helped more than 
three hundred and fifty Northern Ireland manufacturing 
companies to increase their efficiency, since it provides 
up to 5o per cent of the cost of engaging the services 
of industrial consultants. 

The basis of the Act is that the Northern Ireland · 
Ministry of Commerce will have £4 million at its 
disposal in the next three years to provide grants of 
5o per cent of the first £5,000 and 334 per cent of 
further expenditure on hiring consultants; There is по 
limit to the number of consultancy grants that a firm 
can receive during the extension period, and a previous 
proviso that no firm could be allowed more than a 
total of £20,000 has been abolished. 

Under the scheme a manufacturer can employ. 
consultants to look at virtually any aspect of his 
business: management structure, factory layout, mater- 
ials handling, stock control, work study, budgetary and: 
cost control design policy, or specialized operations 
like the use of computers. А new decision has also been 
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made to include consultancy fees on market research 
projects. 

Since 1964. the Ministry of Commerce has paid out 
(or is committed to pay) more than £420,000. No fewer 
than 147 of the applicants were companies which had 
never used a consultant before; and sixty-seven con- 
cerns, very satisfied with the increased efficiency 
resulting from their first use of the scheme, have come 
back for further consultancy projects. 


World-wide Interest in Institute Course 


NE hundred and fifty accountants assembled at 
the Hotel Metropole, Brighton, last Saturday for 
three five-day residential courses on systems analysis 
arranged by The Institute of Chartered Accountants in 
England and Wales. As well as many leading account- 
ants from commerce and industry in the United 
Kingdom and from practising firms, there were dis- 
tinguished visitors from all parts of the world including 
Mr А. I. Ioannides, Accountant-General to the 
Government of Cyprus; Mr W. B. Johnston, Chief 
Accountant to the Food and Agricultural Organization 
of the United Nations; Mr B. J. Munyard, Chief of the 
Records and Statistics Division of the United Nations 
Relief and Works Agency for Palestine Refugees; and 
Mr D. F. Speare, Systems Analyst to the Government 
of Fiji. 
Among the prominent speakers at the courses were 
Professor R. W. Revans of the European Management 
Training Centre, Brussels, and Mr F. W. Gibson, 
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Controller, Planning and Systems of the Westminster 
Bank Ltd. 

The courses included exercises in flow charting and 
clerical work simplification ; consideration of the special 
requirements of computers; the application of mathe- 
matical techniques to successful business management ; 
the control of data processing to ensure both the 
efficient use of labour and machinery and also accurate 
results, and the role of management in directing the 
expensive work of designing and implementing 
systems. 


Accounts for Analysts 


Lo and managers normally examine 
the accounts of a business undertaking in order to 
reach management decisions. There are others, how- 
ever, who are interested in the published accounts of 
companies primarily as a basis for investment decisions. 
For this purpose, as has often been observed in the past, 
a large number of published accounts fall short of what 
is desirable. Furthermore, if this statement is true of 
the United Kingdom, it is apparent from the recently 
published report! of the Fourth Congress of the 
European Federation of Financial Analysts Societies, 
held at Noordwijk in the Netherlands, that many 
continental accounts are even less satisfactory. 

In an extended paper intended to provide a standard 


worksheet for analysing company accounts as a basis 


1 Available from The Society of Investment Analysts, 21 Godliman 
Street, London ЕСА. 





Between sessions at the Brighton residential courses on systems analysis referred to in the note on this page. Left to right: Mr В. 
Gulliver, A.C.A., Assistant Technical Officer of the Institute; Mr D. M. Clement, F.C.A., Institute representative; Mr В. M. Currie, M.A., 
A.C.A., lecturer, and Mr H. T. Burnett, A.C.A., lecturer. 
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for. investment analysis, the comment is made by a 
subcommittee of the Federation that ‘in view of the 
inadequacy of the profits figures shown in company 
accounts in several European countries the estimation 
of profits becomes a serious problem’. Nevertheless, 
in the view of the authors, it seems that the amount of 
information given in published accounts is increasing, 
and the current extension of legal requirements in a 
number of countries ‘represents a very real step 
forward’ to a position in which a standardized form of 
analysis, on the lines indicated in this report, may 
become a practical proposition. 


American Investment in Britain 


HE extent of American investment in British 

industry has in recent years become a matter both of 
political significance and economic importance. Quite 
apart from the extent to which United States interests 
in particular industries may or may not be regarded as 
in the national interest, there is the wider aspect of the 
impact of both the capital movements and remittances 
of profits to be taken into account in the balance of 
payments figures. 

Some additional light on this topic has been pro- 
vided by a written answer to a parliamentary question. 
The President of the Board of Trade informed his 
questioner that, according to the available Board of 
Trade statistics, between 1963 and 1966 total overseas 
private direct investment in the United Kingdom, 
exclusive of that in the oil and insurance industries, rose 
from £160 million to £224 million; approximately two- 

` thirds of these totals came from the United States. 

American figures relating to private direct investment 
overseas show that investment in the United Kingdom 
rose from 124 million dollars in 1963 to 206 million 
dollars in 1964, and in 1965 reached 324 million dollars. 
By comparison, the increase in United States invest- 
ment in the Common Market countries grew less 
rapidly from 588 million dollars to 814 million dollars. 
No indication was given as to the factors which would 
explain the divergent movement in these two sets of 
American figures, but it seems likely that tax changes in 
the United Kingdom may have been an important 
factor. 


Charities’ Portfolio Rises in Value 


Т. market value of the portfolio held by the 
Charities Official Investment Fund approached £27 
million by the end of 1966 — an addition of £33 million 
during the уеаг – according to the report for 1966 
received by the Charity Commissioners from the 
trustees of the Fund. The number of income shares in 
issue also increased — from 22,184,897 to 26,366,472. 
The quarterly distributions – paid free of United 
. Kingdom income tax- amounted to 12454 on ап 
income share held throughout the year. This was the 
highest in the four years of the Fund's operation and is 


equivalent to a yield of 5-68 per cent per annum on the _ 


cost of a share on January 3rd, 1967. 
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During the year, charity trustees who are required or 
permitted to accumulate income have taken increased 
advantage of the class of accumulation shares provided 
by the Fund. At the end of 1966, the number of such 
shares was 2,091,170, which compared with 1,379,531 
a year earlier. 

'The Fund was set up by the Charity Commissioners 
to enable the trustees of many thousands of charities, 
both large and small in England and Wales, to con- 
tribute any or all of their funds to a common investment 
fund, the primary object of which is to obtain a growing 
income. The charities which have contributed to the ` 
Fund so far were previously investing mainly, if not 
entirely, in fixed interest securities. 

'The Fund is operated on the lines of a unit trust to 
secure the advantage of a wider range of investment 
than might otherwise be possible, coupled with the 
benefits of expert management. At January 3rd this 
year, the portfolio of the Fund comprised securities 
held in the proportions: Ordinary shares 51:2 per cent; 
British and Dominion Government stocks 24:7 per 
cent; Debenture and loan stocks (redeemable) 23:4 per ` 
cent, and Local Authority mortgages 0:7 per cent. 


Import Duty on Photocopiers 


S an Apeco *Dial-a- Copy' photocopying machine 
‘within the heading ‘photographic cameras, other’, 


‚во as to attract 40 per cent import duty? Or does it 


come under the heading ‘Photocopying apparatus 
(contact type), other’ attracting import duty at 16 
per cent? Or finally, does it come under the head- 
ing ‘Other office machines’, where it would attract 
duty at 14 per cent? These were the questions 
raised in Apeco Ltd v. Commissioners of Customs and 
Excise which was decided in the High Court last 
week. 

The apparatus in question was encased in a metal 
frame and motivated by electricity. It measured about 
2 ft by 2 ft by 1 ft in height and, according to Phillimore, 
J., as quoted in The Times of June 8th, was a remarkable 
machine. A roll of copy paper coated on one side with 
zinc oxide was contained in the machine. The original 
was fed in, and an accurate facsimile the exact size 
of the original emerged. The machine’s only defect. 
was that it could not copy colour. À lens and mirror 
in the machine were vital, as the lens turned the 
mirror image into a legible form. The duty payable 
was regulated by the Import Duties (General) (No. 10) 
Order 1964. 

The plaintiff company contended that there was no 
appropriate heading other than 'Photocopying ap- 
paratus (contact type), other'. It argued that Rule 5 
of the Order be applied, under which 'goods not 
falling within any heading’ should be classified under 
the heading of goods to which they are most akin. 
А camera was something which made an image of 
an article outside itself, by means of. light admitted 
through a dark chamber. 

Finding in favour of the Customs and Excise, the 
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learned judge said that he accepted that the apparatus 
performed an entirely different process from photo- 
graphic processes. It was difficult to say what a camera 
was; it came from camera obscura — a dark room. Тће 
essence was that light was admitted on an image 
implanted on copying material sensitive to light. 
The apparatus was properly termed a photographic 
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camera. If he was wrong cameras would come under 
the next appropriate tariff heading: ‘Optical appliances 
and instruments', as the vital factor was the lensin 
conjunction with the mirror. The machine did every- 
thing a camera did, and although the original was not 
external to it (as with microfilm), no technical 
description other than camera was possible. 





TIME AND EMOTION STUDIES - 


The Tree Preservation 
Order 


by A PROVINCIAL PRACTITIONER 





Our 'Industrious Accountant! is taking а holiday; he 


will be bach in our issue of August 5th. 





ANY years ago when I passed my final examination ` 


I emerged equipped, as I thought, to deal with the 
normal hazards of trusteeship. Над I not answered with 
average competence those trick questions involving 
Allhusen v. Whittell and Howe v. The Earl of Dartmouth? 
But the examiners of those days did not have the Town 
and Country Planning Act 1962, section 29, with which to 
ensnare their candidates. 

Be aware, you accountancy examiners, of the devious 
ways of Town and Country Planning (‘Tree Preservation 
Order) Regulations 1950, which can be invoked under the 
above-mentioned section of the Act, and can visit an un- 


suspecting trustee with the most infernal penalties for non- . 


compliance. Perhaps my own experience may be of help 
to those trustees who like me may tread this dangerous 
path and wish to avoid its pitfalls. 

In my post one day was a fearsome document calling 


upon me to take notice that by their powers thé local Plan-"~ 


ning Authority, under section 29 of the 'l'own and Country 
Planning Act 1962, had submitted for the confirmation of 
the Minister of Housing and Local Government, а Ттее 
Preservation Order in respect of “Опе Walnut Tree — 
approximately two hundred and eight yards from the 
junction of Wickham Road with Shetland- Road’. 

The notice went on to say that I could inspect a certified 
copy of the order and any map referred to therein without 
charge at the local town hall between the hours of 9.30 a.m. 
and 5 p.m. on Mondays to Fridays. 1 thereupon conferred 
with my two co-trustees only to find that they also had 
received identical notices. We decided that as soon as 
possible we should assemble in Shetland Road and carry 
out an on-the-site inspection. 

Béfore the agreed day arrived, each of us ' received a 


letter drawing our attention to the fact that in issuing the 
original notices the local authority has erred in that it had 
itself failed to comply with the Town and Country Plan- 
ning General Regulations 1964 and that the said authority 
had been requested by the Ministry formally to comply 
therewith. This required that the local authority should 
state the grounds on which the Order be confirmed; these 
now asserted that "Ihe tree, the subject of the Order, 
forms a striking feature which should be preserved in a 
road which has no other mature trees’. Some ardent planner 
was obviously determined to get his facts right. 

We trustees held another council-of-war and decided that 
as we had no intention anyway of felling this interesting 
tree which grew in what seemed to be a desert, we should 
sit back and await developments. We were not disappointed. 
In about a month we each received yet another notice 
informing us that the Minister had spoken and had indeed 
approved the Tree Preservation Order; we should, more- 
over, in due course receive a copy of the Order. 

Again we were not disappointed, and each of us duly 
received a copy of the Order, which ran into twelve pages 
of print, given solemnly under the Official Seal of the 
Minister of Housing and Local Government. We were 
herein warned that if any person without consent should 


‘cut down, top, lop, or wilfully destroy or cause or permit the 


cutting down, topping, lopping or wilful destruction of the 
tree specified, he would under section 62 render himself 
liable on summary conviction to a fine not exceeding fifty 
pounds; and if he should continue to cut, top, or lop, etc., 
after conviction, be would be liable to an additional penalty 
not exceeding forty shillings for every day on which the 
contravention was so continued. 

This at last brought us to a full realization of our extreme 
danger so we decided to go and see for ourselves if this 
unfortunate tree were in any danger of cutting, topping, 
lopping, or worse. 

The day when we met at the map reference was, it so 
happened, a school holiday in high summer when walnuts 
were ripe for picking. We had no trouble in identifying our 
tree. There it was gaunt on the skyline with no other mature 
trees as far as the eye could see. But we were not the only 
persons interested in its existence.. А crowd of about thirty 
schoolchildren surrounded it, while a dozen of their com- 
panions were leaping around in its boughs with the agility of 
a colony of monkeys, tearing at the walnuts and showering 
them on their comrades below. Their picking was neither 
skilful nor scientific. We watched from a safe distance for 
about an hour – what time our tree was stripped of all its 
fruit, most of its foliage complete with twigs and small 
branches, and left in a condition which would have done 
credit to a plague of eastern locusts. 

As we drove away almost unnoticed, we wondered what 
the Minister would do about it when he found out. 
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Currency Debasement and Taxation 


by D. R. MYDDELTON, M.B.A.(Harvard), A.C.A., A.C.LS. 


Т АХАЛЛОМ (or confiscation) consists of direct 
seizure of private property or money by the State, 
backed by the threat of force. Confiscation (‘appropria- 
tion to the State treasury’, [colloq.] ‘legal robbery with 
sanction of ruling power’) implies neither total seizure 
nor, strictly, any element of penalty. Direct seizure 
includes direct (income) taxes such as income tax and 
surtax, direct (capital) taxes such as estate duty, and 
indirect (outlay) taxes such as purchase tax, Many 
forms of confiscation are not explicitly called ‘taxes’, 
though their nature is not altered Бу circumlocution, 
e.g. local ‘rates’, motor-vehicle ‘licence fees’, import 
‘surcharges’, National Health ‘contributions’, land 
‘levy’, stamp ‘duty’, protective ‘tariffs’, etc. 

The Royal Commission on the Taxation of Profits 
and Income asserted that a stable currency was essen- 
tial for a satisfactory tax structure and a satisfactory 
distribution of the total burden of tax. 


‘If we could not take it as our premise that stability 


in the purchasing power of money is the normal thing 
to be expected, we think that our review would be beating 
the air.’ (Ста 9474, paragraph 23.) 


When first published in 1955 the Royal Com- 
mission’s Final Report cost 15s. Ten years later, when 
reprinted, its price was 27s 6d, showing that stability 
in the purchasing power of money is not the’ normal 
thing to be expected. Hoping for a stable currency is 
not the same as actually expecting it. The / has lost 
value at 4. per cent a year on average ever since 1935, 
and there is little reason to expect this trend to be 
stopped. No wonder the Bank of England is worried 
about how quickly its paper money wears out: a Ios 
note now buys about as much as half a crown bought 
thirty years ago. 

Nobody will claim that our currency is stable, except 
perhaps Government spokesmen and The Institute of 
Chartered Accountants in England and Wales. Sterling 
may be losing value more slowly than some other 
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currencies; but that is little comfort for people in 
Britain, who are forbidden to hold any other currency 
without Government permission. | 

‚ The staggering cumulative effect of currency debase- 
ment, even at the ‘gentle’ rate of 4 per cent a year, 
is illustrated by reference to the Chancellor of the 
Exchequer’s fond hope that his new decimal currency 
system will ‘last for a thousand years’. If at the begin- 
ning of the period the basic unit were worth 
£,1,;000,000,000,000 (one million million pounds), and 
if the currency lost 4 per cent of its value each year, 
then at the end of his millennium that same unit would 
be worth only one-hundredth of a farthing. 


Progressive taxes 


When the currency is debased every year, progressive 
taxes increase in weight in real terms, even though no 
formal proposal to increase them is put before Par- 
liament. Constant nominal rates, like constant money 
amounts, are no guarantee of stability when the value 


CHART 2 


Average tax rates on incomes, earned and ‘unearned, 
1927, 1947 and 1967. 
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of the currency is continually falling. There has been 
no increase in the nominal rates of estate duty since 
I949, yet — as shown by Chart 1 — for net estates 
between {10,000 and £58,000 (in 1967 £’s), the 1967 
rates are more than double the 1949 rates in real terms. 
If the currency had retained its value they would be 
the same. Since 1935, rates of estate duty for net 
estates between £27,500 and {100,000 have increased 
at least sixfold although no nominal rates are more 
than two and a half times as high in 1967 as in 1935. 
The rest of the increase is caused entirely by currency 
debasement, which over this wide range of estates : 
has been a more important factor in increasing the 
burden of estate duty than increases in the nominal 
rates of tax. 

Chart 2 shows that tax rates on ‘unearned’ income 
have risen substantially since the last general increase 
in nominal rates of surtax (ignoring the one-year-only 
retrospective 10 per cent increase for 1965-66). Since 
the standard rate of income tax has fallen from 9s to 
8s 3d since 1947, 1967 rates should actually be lower 
than 1947 rates if the currency had been stable. The 
line at the top of Chart 2, marked ‘1947 U--50 per 
cent’, shows a level of tax rates on ‘unearned’ income 
50 per cent above the 1947 average rates, after deduct- 
ing 3°75 per cent to allow for the fall in the standard 
rate of income tax. This shows that currency debase- 
ment over a wide range of incomes has added nearly 


. 50 per cent to what the average tax rates would have 


been if the currency had been stable. On ‘earned’ 
incomes average tax rates have fallen, thanks to sub- 
stantial increases in earned income relief since 1957—58 
and to allowances against surtax since 1961-62. 

These extra reliefs make it hard to see how much 
currency debasement has affected tax rates оп ‘earned’ 
incomes; but the chart shows how much it has in- 
creased the differentiation between ‘earned’ and 
‘unearned’ incomes in 1967 as compared with 1927 
and 1947. In the-earlier years average tax rates were 
almost parallel for the two kinds of income and mostly 


- less than 5 per cent apart; but in 1967 there is a long 


bulge in which the tax rates on ‘unearned’ incomes are 
more. than half as much again as on ‘earned’ incomes. 
The new capital gains tax taxes ‘gains’ which are 
mostly-not real gains at all. As the Royal Commission 
remarked in a different context (paragraph 433): 


‘It requires a strong weight of argument to maintain 
a position under which the tax authority is entitled to 
exact tax upon the basis of a profit which is obviously 
unreal.’ 


The strong weight of argument has not been forth- 
coming. Most of the gross yield from this new 
tax will come from ‘gains’. created by currency 
debasement. (After deducting the time spent on the 
tax by everyone concerned the пе? yield will un- 


. doubtedly. be. negative.). The Minority Report of the 
` Royal Commission had this to say about it: 


|. ‘We wish to emphasize that — ignoring the exceptional 
periods following in the wake of great wars or great 
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economic depressions — capital gains are not, to any 
important extent, the consequence of either rising prices 
or falling interest rates.’ (Cmd 9474, Minority Report, 
paragraph 41.) 


We can hardly still be in the wake of the Second 
World War more than twenty years after its conclusion. 
And if since 1935 the £ has lost three-quarters of its 
value, it follows that three-quarters of any money 
gains between then and now are fictitious. When ГІ 
is converted into $2-80 is there a ‘gain’ of $1-80? If not, 
how can one be deemed to have gained {1-80 when 
selling for £2-80 іп 1967 an asset which cost £1 in 1941? 
(The ‘exchange rate’ betwen a 1941 Г and a 1967 £ is 
about 1 to 2:80). 


Company profits 


The Tucker Committee on the Taxation of Trading 
Profits in 1951 saw no need to adjust for currency 
debasement. It rejected schemes which in essence 


‘all amount to a proposal that a business should be 
relieved altogether from tax on some part of its true 
[sic] profits, that is to say, upon its profits as computed 
on ordinary accounting principles.’ (Cmd 8189, para- 
graph 132(2).) 


The Royal Commission, on the other hand, saw a real 
danger: 


*that in times of high taxation the mere circumstance that 
taxing authorities insist upon a particular method of 
computing profits tends to perpetuate that method in 
general use, both by accountants and by business 
concerns, for there are very great difficulties involved in 
changing over for other purposes to a system of computa- 
tion that is not treated as valid for the purposes of taxa- 
tion.' (Cmd 9474, paragraph 464.) 


But the Royal Commission also thought it necessary 


‘to remember that, when the tax system is reviewed as a 
whole with a view to achieving a fair balance between 
different taxpayers and sources of income, there may be 
considerations inherent in the system which make it 
impossible to accept the principles of accountancy as the 
final determinant, even of business profits.' (Cmd 9474, 


paragraph 324.) 


There are three reasons why company profits for 
tax purposes differ from real profits. Certain expenses, 
often perfectly legitimate from a business point of view, 
are not allowed as deductions from taxable profits. 
The result is to increase the real rate of tax on profits. 
Second, companies are not allowed to charge for tax 
the same depreciation of fixed assets as they charge 
in their published financial statements, but instead 
deduct capital allowances computed according to 
statutory rules. Apart from investment allowances and 
investment grants this affects only the timing of profits, 
and causes much needless complication. There is no 
good reason why depreciation should not be charged 
against taxable profits as companies think fit. Any 
Government subsidies could be shown separately in 
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the accounts, instead of being muddled up with the 
tax charge. 

The third and most important reason why taxable 
profits are unreal is that currency debasement is 
ignored, as in most conventional published accounts. 
I have written about this elsewhere, and here it will 
be sufficient to quote one study, by Professor Ralph C. 
Jones, of nine United States steel companies, 1940—47: 
The companies were unidentified in this study, but 
*were doing 80 per cent of the nation's steel business’. 
An index of one hundred was used for all assets on hand 
at December 1940, so that the difference between 
reported and actual figures was less than if actual 
earlier dates of purchase had been used. Highlights 
and contrasts of this study? were as follows: 


Reported Adjusted 
Dividends 
Earned each year by a sub- 


Not earned in any year 
: stantial margin 


since 1941 
Income retained over the seven years 

$543 million $409 million dividends, in- 
terest and taxes paid out of 
capital 
1946 income 


$200 million profit $123 million loss (in 1946 


dollars) 


Reporting profits for companies which have really 
made losses is the most serious error accountancy could 
make. Taxable ‘profits’ may be vastly overstated, 
making real rates of tax on company profits much higher 
than the nominal rates; and shareholders may suffer 
income tax and surtax on dividends which have really 
been paid out of capital. , 


Conclusion 


With present rates of tax and currency debasement, 
saving is not attractive. With currency debasement 
averaging 4 per cent a year and the top rate of tax 
962 per cent, in 1965-66 a top-rate taxpayer needed 
to earn no less than 107 per cent on a new investment 
in the first year simply to stay level in real terms. 
Currency debasement has been defined by some writers 
as a tax itself. 


*But the characteristic of this tax is that, at the same 
time as the State is taking a part of the national income 
for itself, it imposes on some classes of society a levy in 
favour of other classes.'? 


The State, being the biggest debtor in the economy, 
is the biggest gainer from currency debasement, quite 


1 ‘Inflation and accounts’, Accountancy, December 1965; ‘Adjust- 
ing financial statements for currency debasement: legal and 
practical problems in the British Isles.’ Journal U.E.C., April 
1907 

? ‘Effect of inflation on capital and profits: the record of nine steel 
companies’, Journal of Accountancy, January 1949. 

з Costantino Bresciani-Turrani: The Economics of Inflation, а 
study of currency depreciation in post-war Germany 1914-23 (George 
Allen & Unwin, 1953), page 196. 
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apart from taxes imposed on unreal ‘profits’. With a 
National Debt of about £30,000 million, the State 
gains £300 million for each 1 per cent of value lost by 
the £. 

Apart from the fraud of the Government borrowing 
money which is to be repaid in debased currency, and 
taxing ‘profits’ which are not real profits at all, one of 
the most serious disadvantages of currency debasement 
is distortion of economic calculations which greatly 
hinders the whole working of a free market system. 
There have to be continual increases in the nominal 
rates of taxes which are expressed in money terms 
simply in order to stay level in real terms. Progressive 
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taxes expressed in percentages, on the other hand, 
need to be continually reduced to remain the same in 
rea] terms. Thus currency debasement causes economic 
confusion as the tax rates alter continually, either in 
nominal terms or in real terms or both. 

The solution is for the Government to stop debasing 
the currency. Failing that, company accounts should 
be expressed in terms of historical cost adjusted for 
currency debasement. Апа whether or not currency 
debasement stops, the progressive taxes should be 
abolished, since their disadvantages massively out- 
weigh their supposed advantages. But that is another . 


story. 


Audit of Group Accounts — Reliance on 


Other Auditors – | 


by Professor DAVID FLINT, T.D., M.A., B.L., С.А. 


Johnstone Smith Chair of Accountancy, University of Glasgow 


5. . . after all, a spaniel is a sort of watchdog too’! 


HE practice of prefacing articles or papers with allegedly 
apt quotations, however erudite or apposite they may be, 
rarely commends itself to me. I do not like the quotation 
with which І preface this paper. I know it is not erudite and 
I hope it is riot apt. I quote it because it represents a 
challenge; because I think it i$ frightening for the profession 
of public auditors that the sentiment it conveys has any 
currency at all — and it cannot be ignored. I am also con- 
cerned to read from the column of a financial commentator 
that in his opinion, because of the apparently inadequate 
power and responsibility of auditors, financial commen- 
tators, rather than auditors, are the guardians of the financial 
interest of the public and the shareholders in public com- 
panies. However much one may disagree with this pro- 
position both in principle and in practice it is more than 
disquieting that it should be voiced at all. Public dis- 
satisfaction with the present discharge of the audit function 
may not be very articulate, but it is there, and it must be 
recognized. This is not meant necessarily to suggest that 
present responsibilities are unsatisfactorily discharged ; that 
is one issue. А second more fundamental issue is whether 
the responsibilities as presently conceived are the right ones, 
or adequate to meet the obligations of the social function 
of the audit at the present time. ` 
It is not the purpose of this paper to dilate on the audit 
function as such, but it is necessary as a preface to a 
detailed examination of the subject-matter of the paper to 
. project, in general terms, the context or the climate in which 
the examination should take place. It is necessary to em- 





VThe Financial Times Legal Correspondent, September rath, 1966, 
reporting on a paper by Morris Finer, Q.C., given to the British 
Congress on Crime [reproduced in The Accountant dated 
November 5th, 1966]. 


phasize that the approach to any issue of audit objectives 


.Should be critical, penetrating and constructive with a 


primary regard for the public interest to be served. A 
restrictive or protective attitude, which is discernible in 
some current writing, cannot be other than a disservice to 
the accountancy profession, which offers among its principal 
services the audit of company and other accounts. 

The terms of reference for this paper are to dea] with the 
question of the audit of group-accounts in the situation 
where the auditor of the holding company is not also the 
auditor of all the subsidiary companies. 

Although it is not part of the main purpose, it is necessary 
as a preliminary, to clarify what is understood to be the 
purpose of the audit of group accounts, because it is the 
problems and difficulties arising from the requirements of 
fulfilling that purpose that this paper is about. That there 
are problems and difficulties of some consequence there can 
be no doubt. The subject is a matter of discussion privately 
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author of this paper presented on 
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among auditors and openly in the accountancy journals; it 
has been studied by different groups in the United Kingdom, 
the United States, Australia and Canada and no doubt 
elsewhere also; it has been dealt with by official pronounce- 
ment in the United Kingdom by a Statement on Auditing 
by The Institute of Chartered Accountants in England and 
Wales entitled ‘Auditors’ Reports on Group Accounts’. 

In selecting the subject for discussion at this Summer 
School I believe that the committee would be motivated by 
an appreciation of the need to have the several matters of 
controversy exposed to the rigours of debate, so that 


members might more fully inform themselves and so that , 


from argument there might emerge truth. It is certainly 
from this standpoint that I write. I interpret my task to be 
to present the issues but not to resolve them; to analyse the 
problems and to explore the consequences of possible 
solutions but not to judge which solution should be chosen. 
There may be ommissions from the discourse which the 
discussion should make good; and the presentation, how- 
ever objective in intention, will inevitably be coloured by my 
own opinions which the discussion will, if necessary, not 
hesitate to challenge. There are issues to be discussed which, 
in the atmosphere of а Summer School, should be faced 
with frankness and without prejudice. It is important for 
the profession that it should resolve its own difficulties; if it 
cannot do so, where the public interest is involved, a 
solution will still have to be found, but possibly in circum- 
stances which could reflect with disadvantage on the pro- 
fession. 

It should be clear at the outset of this examination that 
the whole approach is based on the concept that the audit 
objective must be fulfilled, that the public interest must be 
served; and that where there are obstacles the means to 
overcome these must be conceived. This must be distin- 
guished from the approach, which may be entirely proper in 
another context but which is considered quite inappropriate 
in this one, which defines the difficulties of the situation and 
then addresses itself to prescribing how the auditor ab- 


solves himself from the liabilities of an obligation he cannot: 


satisfactorily discharge. This latter is directed towards 
protection of the auditor; what this paper is concerned with 
is the protection of the public. 


Definition . 

A company subject to the provisions of the Companies Act 
1948 which has one or more subsidiaries at the date to which 
it prepares accounts is required to prepare group accounts. 
These group accounts may be in the form of consolidated 
balance sheet and consolidated profit and loss account or in 
some other form. The group accounts are required to show 
a true and fair view of the state of affairs and of the profit or 
loss of the group – of the company and the subsidiaries 
dealt with thereby as a whole.* 

The auditor is required to make a report to the members 
on the accounts examined by him and on every. balance 
sheet and profit and loss account and all group accounts laid 
before the company in general meeting.® His report is 
required to contain statements as to the matters mentioned 
in the Ninth Schedule to the Act, which, as far as group 
accounts are concerned, makes the specific requirement that 





* Companies Act 1948, section 150. 
3 Companies Act 1948, section 151. 
* Companies Act 1948, section 152. 
5 Companies Act 1948, section 162. 
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there shall be expressly stated in the auditor's report 
whether in his opinion the group accounts have been 
properly prepared in accordance with the provisions of the 
Act so as to give a true and fair view of the state of affairs and 
profit or loss of the company and its subsidiaries dealt with 
thereby, so far as concerns the members of the company.® 


There is also in the Ninth Schedule the provision that the 
auditor's report shall expressly state whether he has received 
all the inforination and explanations be has required. 

This point will be returned to, but it should be noted at 
this stage that the obligation to state expressly in the 
auditor's report that proper books have been kept refers only 
to the holding company's books; the Ninth Schedule refers 
to books kept by the company; "ће auditor of the holding 
company has direct access only to these books and his 
opinion in this respect is specifically qualified by the phrase 

‘so far as appears from examination of those books’. 

What is of material importance for the present purpose 
is that the requirement, as far as the group accounts are 
concerned, is the same as the requirement in regard to the 
holding company's balance sheet and profit and loss account, 
that is, to express an opinion whether they give a true and 
fair view, with the one reservation in the case of the group 
accounts, “зо far as concerns members of the company'. 

The whole kernel of the problem under examination is 
what examination and inquiries must the auditor of the 
holding company undertake to enable him to form an 
opinion on the group accounts. For the purpose of his 
report on the holding company's accounts he has examined 
the books, accounts and vouchers and sought such inform- 
ation and explanations as he has required. The question is 
what kind of examination is necessary in relation to a 
subsidiary company's accounts to enable the holding com- 
pany auditor to form an opinion on the group accounts, If 
the holding company auditor is also auditor of the subsidiary 
company or companies there is no problem; the nature and 
character, depth and extent of the examination of all the 
books, accounts and vouchers can be regulated by the same 
criteria; all aspects of the examination are as an inevitable 
consequence within the knowledge of the holding company 
auditor, whose duty it is to form an opinion based on that 
examination. But this is not so in the case where the holding 
company auditor is пос ће auditor of опе ог more of the 
subsidiary companies in the group. Тће books, accounts and 
vouchers of the subsidiary company have been examined by 
the auditor of the subsidiary company for the purpose of his 
audit, so that he may form an opinion whether the subsidiary 
company's accounts give a true and fair view. No express 
authority is given by statute to the auditor of the holding 
company to have access to the books, accounts and vouchers 
of a subsidiary company in the way that he has for the 
holding company." It must be considered, therefore, whether 
he can obtain such access to a subsidiary company's records 
if he requires it. Is this implicit in the whole concept of 
audit and/or in his right ‘to require from the officers of the 
company (the holding company) such information and ex- 
planation as he thinks necessary for the performance of the 
duties of the auditor’?! First, however, it is proposed to 
consider whether such access should be necessary and if so 
the implications of such a situation. 

It has been noted that the auditor of the holding company 
may also be auditor of all the subsidiary companies in the 


$ Companies Act 1948, Ninth Schedule. 
* Companies Ас! 1948, section 162 (3). 
8 Companies Act 1948, section 162 (3). 
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group. It is possible, although perhaps unusual, for the 
auditor of the holding company to be auditor of none of the 
subsidiary companies in the group. Between these two 
extremes there are situations in which the assets or liabilities 
or profits of the subsidiary companies of which the holding 
company auditor is not the auditor are material, or are not 
material, in relation to the total assets or liabilities or profits 
of the group. 

Preparation of the group accounts is the responsibility 
of the directors of the holding company® who are required 
to ensure that they show а true and fair view;!? the group 
accounts are prepared from the audited accounts of the 
constituent companies and such other information as is 
necessary. 

The holding company auditor must decide in what cir- 
cumstances, and indeed if in any circumstances, he can 
accept the audited accounts of a subsidiary company of 
which he is not the auditor, without further examination 
and inquiry on his part into the books, accounts and 
vouchers of the subsidiary company. 

The holding company auditor cannot avoid the respon- 
sibility of expressing an opinion in relation to group 
accounts. | 


“І; may be an unqualified opinion аз to the true and 
fair view; it may be a qualified opinion; or it may be a 
disclaimer of opinion. 


It is clearly the duty of the holding company auditor, 
within the limits of time and cost! and of any legal limit 
on his power, to prosecute his examination to enable him 
to meet his obligation to report to the holding company 
shareholders on the group accounts. 

In his examination of the books, accounts and vouchers 
of the holding company the auditor’s inquiries are directed 
to advising him whether proper books of account have been 
kept, whether the information produced by the accounting 
system and from which the balance sheet and profit and loss 
account are prepared can be accepted as reliable, to satisfy- 
ing him on the authentication of particular information 
appearing in the accounts and to informing him on the 
general character of the business of the year of which the 
accounts are a report. His audit entails the examination of 
and the exercise of judgement on the quality of evidential 
material. For certain purposes persuasive evidence may be 
judged sufficient and for others compelling evidence may be 
thought essential. 

The issue here is whether the accounts of а subsidiary 
company supported by the report of the auditor of that 
subsidiary company are adequate and sufficiently compelling 
evidence for the auditor of the holding company to accept 
them for the purpose of group accounts without going 
behind them. This may depend on: 


(1) whether the holding company auditor is obliged by 
law to accept the examination of the subsidiary com- 
pany auditor or feels obliged by professional practice 
to do so; and 


(2) whether, in respect of the information that they do 
present, the accounts of the subsidiary company show 


? Companies Act 1948, sections 150 and 151. 

10 Companies Act 1948, section 152. 

11 This is not the narrow sense of cost to the auditor in relation 
to fee but ‘cost’ in the sense that ‘Auditing works within a frame- 
work of economic usefulness that requires the balancing of cost 
with benefit derived’. See Philosophy of Auditing by Mautz and 
Sharaf, page 84, for fuller treatment of these considerations. 
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it in a form which is adequate for the purpose of 
group accounts. 


This leaves aside the question that there may be inform- 
ation verifiable only from the books, accounts and vouchers 
of the subsidiary company, required for the purposes of 
group accounts but not forming part of the information 
disclosed or presented in the accounts of the subsidiary 
company. | 

ТЕ is necessary to be clear that the preparation of group 
accounts to show a true and fair view is not merely an 
aggregation in appropriate form, by consolidated accounts 
or otherwise, of the accounts of the holding company and 
the subsidiaries which themselves show a true and fair view . 
for each company respectively. This proposition is explicitly 
accepted in relation to consolidated accounts which. аге 
required to combine the information in the several sets of 
accounts ‘with such adjustments (if any) as the directors of 
the holding company think necessary’.!? The requirement 
is to prepare group accounts which show a true and fair 
view, and this puts the holding company under obligation to 
consider how the information relative to all the companies 
should be presented so as to achieve this objective in relation 
to the state of affairs and the profit or loss of the group. The 
auditor is required to form an opinion as to whether the 
method of presenting the information in group accounts 
does so. He has to consider, therefore, not only whether he 
can accept the figures from audited accounts of a subsidiary 
company without further inquiry but also whether, in 
relation to these figures, he needs further information to 
advise himself whether the presentation appropriate for the 
subsidiary company’s accounts. gives the information in a 


way which is appropriate for group accounts. 


Acceptance of audited accounts of subsidiary 
companies 


As far as the first point is concerned, the accounts may have 
been audited by a member of one of the recognized pro- 
fessional accountancy bodies in the United Kingdom or by 
some other person with a recognized qualification or by a 
person without such a qualification; and the audit may have 
been carried out under the requirements of the Companies 
Act 1948 ог, in the-case of foreign subsidiaries, under the 
requirements of local legislation. 

The auditor of the holding company cannot avoid 
responsibility for forming an opinion on the extent to which 
he can rely on the audit of a subsidiary company auditor. То 
the extent that there are figures in the accounts of the 
subsidiary company which he can accept for consolidation 
on the basis of a satisfactory audit of the subsidiary com- . 
pany’s books and accounts he must judge the quality of the 
evidential material, which is the accounts with the auditor’s 
report; the acceptability of the auditor’s report is dependent 
on the reputation, standing and standards of the auditor and 
on the audit done by him. The holding company auditor 
may find this exercise of judgement difficult in the case of 
foreign subsidiaries audited by persons without a United 
Kingdom qualification. A very real problem arises also in 
the case where the auditor of the subsidiary company is a 
member of one of the recognized professional accountancy 
bodies in the United Kingdom. 

If it is represented that the holding company auditor can 
accept and rely, without further question, on the report of a 
subsidiary company auditor who is a member of one of the 





12 Companies Act 1948, Eighth Schedule, paragraph 17. 
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recognized professional accountancy bodies, that is to infer 
that all these members, solely by virtue of their membership, 
may be regarded as equally competent in all circumstances; 
if it is represented that he cannot, this may appear to create 
the situation in which the shareholders of the subsidiary 
company, and perhaps others, must and do rely on the report 
of the subsidiary company auditor but the holding company 
auditor does not. But if the holding company auditor has 
any reasonable doubts as to the competence of the subsidiary 
company auditor, whatever his professed qualification, he 
must consider his duty to the shareholders of the holding 
company to whom he is obliged to report. Where he is in 
doubt about the quality of the evidential material for the 
purpose of his audit in any other situation, he must pursue 
his inquiries to resolve his doubt. For the present purpose it 
is beside the point to explore whether, in a claim for loss 
arising from negligence at the instance of the holding com- 
pany shareholders, he can avoid liability on the basis that he 
was entitled to rely on the report of an expert. Doubts about 
the competence of the expert might well reduce that defence, 
but, in any case, his duty to the holding company share- 
holders is to resolve his doubt. 

This leads to examination of how he resolves that doubt. 
What he wants to know is what audit examination has been 
carried out by the subsidiary company auditor and what 
degree of skill, care and judgement has been exercised; what 
is the reliability of the books and accounts from which the 
accounts of the subsidiary company have been prepared. 


Appraisal of subsidiary company audit 


The holding company auditor can require of the officers of 
the holding company such information and explanations as 
he considers necessary for the performance of his duty as 
auditor! and has access to the books, accounts and vouchers 
of the holding company. There is, in the Companies Act 
1948, no express right of access by the holding company 
auditor to the books, accounts and vouchers of the sub- 
sidiary company. It would appear that the holding company 
auditor can obtain access to the books, accounts and 
vouchers of the subsidiary company, for the purpose of 
his audit of group accounts and for this purpose only, 
by virtue of his right to obtain information from the officers 
of the holding company and his implicit right as auditor to 
verify and satisfy himself as to the credibility of that in- 
formation or any other information in regard to the ac- 
- counts; the directors of the holding company can, through 
their control of the subsidiary company, instruct it to make 
these records available to the holding company auditor. It 
would appear, therefore, that within the present law the 
holding company auditor could carry out such audit of the 
subsidiary company’s books, accounts and vouchers as 
appeared necessary to verify or to form an opinion as to 
the reliability or the relevance of figures or information 
which were used for the preparation of group accounts. 
However, in relation to figures appearing in the audited 
accounts of the subsidiary company, and appropriate for 
use as so presented in these accounts, provided the audit 
by the subsidiary company’ auditor is satisfactory, the 
holding company auditor does’ not necessarily require 
access to the books of the subsidiary company but primarily 
requires to form an opinion about the subsidiary company 
auditor’s audit. Neither the directors of the holding company 
nor of the subsidiary company can instruct the subsidiary 
company auditor to discuss his audit with the holding 





13 Companies Act 1948, section 162 (3). 
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company auditor. The permission of these directors is 
necessary, however, for discussions to take place, but this 
could be obtained under the general power of the holding 
company auditor to obtain information and explanations. 
The extent to which the holding company auditor needs 
to extend his inquiry beyond the reputation and standing of 
the subsidiary company auditor and of the professional 
body of which he is a member will depend on the view he 
forms on these matters. Where the view is satisfactory he 
may consider that for this purpose it is not necessary to 
inquire into the details of the subsidiary company audit. 
While there are clearly difficulties in practice and in 
personal relationships in the exercise of judgement on the 
subsidiary company auditor by the holding company 
auditor in the case of foreign subsidiaries, there is a situ- 
ation of special difficulty in the case of United Kingdom 
subsidiaries where the auditors are members of one of the 
recognized professional accountancy bodies. These bodies 
require to consider whether it is in the public interest and 
the interest of the profession they represent for their mem- 
bers to be required in a routine situation to distinguish 


. between those of their co-members on whom they аге 


prepared to rely and those on whom they are not. 

In any event the subsidiary company auditor owes no 
formal duty or responsibility to the holding company 
auditor and he is not subject to instruction from the 
directors of the subsidiary company or the holding company. 
His co-operation with the holding company auditor – 
subject to permission of the directors of the subsidiary 
company ~is largely, if not entirely, dependent on pro- 
fessional conventions and practices which may be estab- 
a and recommended by the professional accountancy 

odies. 

If, as a result of inquiry, the holding company auditor 
forms the opinion that he is not prepared to rely on the 
audit of the subsidiary company auditor, i.e. that he is not 
satisfied as to his competence, he has the invidious respon- 
sibility of saying so to the holding company directors as a 
preliminary to carrying out such audit of the books, accounts 
and vouchers of the subsidiary company as he considers 
necessary for the purpose of his audit of the group accounts. 
It is suggested in some writings that he does not have the 
power to do so, but it does appear that the holding com- 
pany directors should be able to give him the power, so far 
as is necessary for his audit of the group accounts. 'T'his 
could be a duplication of the audit which ought to be car- 
ried out by the subsidiary company auditor for the purpose 
of the audit of the subsidiary company's accounts. ЈЕ the 
directors of the holding company declined to grant to the 
holding company auditor access to the subsidiary company's 
books — possibly on the grounds of apparent duplication of 
work — the holding company auditor would have no alter- 
native but to express a reservation in his opinion in relation 
to not receiving all the information or explanations he had 
required, or in a material case to express a disclaimer of 
opinion. 

Another difficult situation arises where as a result of 
inquiry the holding company auditor, while being satisfied 
as to the competence, and that he can rely on the audit, of 
the subsidiary company auditor, has a genuine difference of 
opinion in relation to some aspect of the audit examination. 
It is easy to suggest that in these circumstances the sub- 
sidiary company auditor should extend his éxamination to 
meet the views of the holding company auditor, but the 
fact is that he owes no duty to the holding company 
auditor and is being asked to do something he considers 
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unnecessary. If he declines to do so, the holding company 
auditor could, under the procedure outlined above, carry 
out the particular audit examination himself but, as a 
_practical matter, an isolated inquiry not in the context of a 
wider audit might have little significance for the holding 
company auditor; as a consequence, to overcome this 
difficulty, he could be involved in duplication of the work of 
the subsidiary company auditor. 

The reaction of the directors of the holding company to a 
request by the holding company auditor for access to the 
subsidiary company’s books is something which must be 
considered. 

If the subsidiary company auditor is not competent, it is 
not in the public interest or in the interest of the profession 
that he should be protected. Where there is a difference of 
opinion between the two auditors, the substance and 
significance of this may be outside the understanding of the 
directors. In both situations the directors of the holding 
company are likely to give consideration to the question of 
whether there should be a change of auditor and whether 
there should be one auditor throughout the group. 

The position of the auditor of the holding company within 
the present rules of ethics of the profession is not without 
difficulty. 

The examination so far has been concerned with the 
simple issue of the position of the holding company 
auditor relative to the audited accounts of the subsidiary 
where the figures or information presented therein are in 
a form adequate for the purpose of group accounts. 


Holding company auditor's verification of 
adjustments to accounts of subsidiary company 


There must also be considered the situation where the 
figures or information, although properly. presented in the 
subsidiary company’s accounts, require reconsideration or 
adjustment for the purpose of incorporation in the group 
accounts. This situation brings into the open the limited 
responsibility of the subsidiary company auditor. The 
subsidiary company auditor is required to have regard only 
to the audit requirements of the subsidiary company and is 
not concerned with the fact that the company is a member 
of a group except, in the case of a subsidiary subject to the 
Companies Act 1948, for the specific statutory provision 
with regard to inter-company indebtedness within the 
вгоир.24 (It is an interesting question as to how the sub- 
. sidiary company auditor satisfies himself that this statutory 
requirement has been complied with in relation to fellow 
subsidiaries except by reference to a list of the group, 
authenticated by the holding company auditor, which he 
could possibly obtain from the directors of the subsidiary 
company under his power to obtain such information and 
explanations as he requires.) He is not required to take into 
account that the company is a member of a group in con- 
sidering whether the accounts show a true and fair view, 
nor is he required to take this into account in considering 
the verifications he must make for the purpose of his audit. 
It is interesting that the study group of the Canadian 
Institute who considered this matter took the view that ‘a 
‘subsidiary company auditor must also take cognizance of the 
fact that the financial statements on which he is reporting 
may be or are to be included in the consolidated financial 
statements of the parent company. He has also to bear in 
mind. that, under such circumstances, his report will be 
used by the parent company auditor for purposes of forming 





14 Companies Act 1948, Eighth Schedule, paragraph 16. 
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an opinion on the fairness of the subsidiary’s statements'.15 
This is arguable in the present situation. It may be that this 
ought to be the situation and that the responsibility of the 
subsidiary company auditor ought to be increased in this 
way. Аз regards elaboration of detail in the accounts at least, 
this additional responsibility could be placed on the sub- 
sidiary company auditor either by the directors of that 
company, following a request to the directors of the holding 
company by the holding company auditor for information 
and explanations relative to the group accounts or in con- 
sequence of a directive from the directors of the holding 
company that accounts should be prepared in this way. 

Where the holding company auditor is prepared to rely 
on the subsidiary company auditor, additional information 
relative to the subsidiary company accounts may certainly 
be authenticated most conveniently by the subsidiary com- 
pany auditor. Where this is not the case the holding com- 
pany auditor has no alternative but to seek access to the 
subsidiary company's books, accounts and vouchers for 
himself. Аз a matter of practicability this may invoive fairly 
extensive examination to ascertain in what respects the 
figures and information presenting a true and fair view for 
the subsidiary company require reconsideration or ad- 
justment for incorporation in the group accounts. 


Holding company auditor’s verification of 
additional information from subsidiary company 
relative to group accounts 


However, no matter how there is resolved the ЖОЕ of 
the holding company auditor’s acceptance and verification 
of the accounts of the subsidiary company, there still has to 


` Бе dealt with the question of what the holding company 


auditor has to do about information nececessary for the 
group accounts, but not forming part of the information 
presented in the accounts of the subsidiary company and 
verifiable only from the books, accounts and vouchers of 
that company. Clearly the holding company auditor is the 
sole judge here of what information is necessary ih relation 
to his audit of the group accounts and what verification is 
required. His is the sole responsibility, and if he uses the 
subsidiary company auditor he uses him as an agent and not 
in his capacity as subsidiary company auditor; accordingly, 
he instructs the work and accepts full responsibility for it. 
If he does not use the subsidiary company auditor he must 
have access to the books, accounts and vouchers of the sub- 
sidiary company. He may feel able to rely on the audit of the 
subsidiary company auditor to establish the general 
credibility of information produced from the accounting 
system but, if he does so, the responsibility is his. Alter- 
natively, he may consider it necessary to carry out some 
general audit tests to satisfy himself as to the reliability of 
the accounting and the credibility of the figures. 

Matters of particular significance in this connection are 
the verification by the holding company auditor of: | 


(1) what variation there is in the group in the application 
of accounting principles for the preparation of 
periodic accounts; 


(2) whether ascertainment and valuation of stock and 
work in progress are consistent within the group; 


(3) whether determination and classification of fixed 
assets is consistent within the group; 





25 Reliance on Other Auditors, Report of a Research Study by the 
Canadian Institute of Chartered Accountants, page 16. 
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(4) whether depreciation is provided on a consistent basis 
within the group; 

(5) whether there are any unusual or extraordinary fea- 
tures in the subsidiary companies which, while not 
material individually in the respective companies, are 
material, or are material in aggregate, in relation to 
the group accounts; 


(6) whether there is any factor in relation to a subsidiary 
which provides reason for its being dealt with separ- 
` ately, for example, excluded from consolidation; and 


(7) whether inter-company profit in stock has been 
correctly calculated and eliminated in the group 
accounts. 


In the last case, in particular, where there must be two 
companies involved in each case, holding company and 
subsidiary or subsidiary and fellow subsidiary, information 
from both companies, authenticated by the auditor con- 
‘cerned, is necessary to deal with the matter in the group 
accounts. As a matter of practicality the holding company 
auditor must be able to satisfy himself as to the basis of 
calculating profit by the supplying companies, holding 
companies and subsidiaries, with a view to verification of the 
elimination of profit in the stocks of the receiving companies, 
holding company and subsidiaries, in the group. This 
requires a thorough knowledge not only of the costing and 
accounting system of the supplying company and of any 
manufacturing process involved, which in a complex case 
can be obtained only as a result of detailed inquiry, but also 
of the procedure for identification and audit verification of 
the intra-group stock in respect of which any inter-company 
profit has to be eliminated. All this information should 
certainly be available to, and be capable of being exhibited 
by, the officials of the holding company, the directors of 
which have the responsibility of preparing accounts which 
give a true and fair view. However, the holding company 
auditor has the responsibility of verifying or testing the 
credibility of this information to the same extent as for in- 
formation derived from the books, accounts and vouchers of 
the holding company. He must either do this himself or 
instruct an agent for whose acts he is responsible to do it for 
him. For this he requires access to the books, accounts and 
vouchers of the subsidiary companies. The subsidiary com- 
pany auditor is, perhaps, a natural choice of agent, but it will 
be appreciated that where he is engaged in audit relative to 
information necessary only for the purpose of group ac- 
counts he is not acting in his capacity as subsidiary company 
auditor. He is not obliged by virtue of his position as sub- 
sidiary company auditor to do this or to discuss the matters 
concerned with the holding company auditor; nor does he 
do it on the instructions of the directors of the subsidiary 
company for the benefit of the holding company auditor; he 
does it as the agent of the holding company auditor who has 
gained access to the subsidiary company’s records on the 
authority of the directors of the holding company. Where 
the holding company auditor has confidence in and is pre- 
pared to rely on the subsidiary company auditor, for the 
holding company auditor to engage and instruct the 
subsidiary company auditor in this way will clearly be 
efficient and effective in that the subsidiary company auditor 
will Бе able to judge from his own audit the degree of 
credibility which can be accorded to information produced 
by the accounting system of the subsidiary. However, a 
considerable amount of discussion between auditors may be 
necessary, and for this particular purpose the holding com- 
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pany auditor is responsible for instructing expressly what he 
wants done. 


Holding company auditor’s access to books and 
accounts of subsidiary company 


It will be seen therefore that there are two situations, firstly, 
where the holding company auditor is not prepared for the 
purpose of group accounts to rely on, or to accept without 
inquiry, information which is expressly subject to audit by 
the subsidiary company auditor, and secondly, where the 
holding company auditor requires, for the purpose of group 
accounts, audit verification of information which is not 
expressly subject to audit by the subsidiary company 
auditor in discharge of his primary duty. 

In both of these situations the holding company auditor 
requires right of access to the books, accounts and vouchers 
of the subsidiary company and may require to consult with 
the auditor of the subsidiary company. It has been re- 
presented in this paper that, although he does not have right 
of access by statutory enactment, as in the case of the books, 
accounts and vouchers of the holding company, he can 
obtain such access as he requires for the purpose of the 
audit of the group accounts by virtue of the authority of the 
directors of the holding company, who are required to 
furnish him with such information and explanations as he 
requires and, by virtue of his implicit rights as auditor, to 
the means of verification and authentication of information 
in the accounts. It appears that this view is not universally 
held, although it is implicit in the Statement of the English 
Institute! wherein it is stated ‘there will be many cases in 
which it would not be reasonable for the auditors of a 
holding company to seek to duplicate or supplement the 
examination made of the accounts of a material subsidiary 
by its own independent external auditors, but cases may 
arise where this is necessary...’* On the other hand а 
contributor to The Accountants’ Magazine writes ‘his (the 
parent company’s auditor) rights of access to the books and 
of quizzing the management do not extend to subsidiaries. ... 
the parent company auditor can therefore have no statutory 
duty* to examine either the records or the auditor of the 
subsidiary...’ and further ‘...he (the parent company 
auditor) has no statutory or other right of access to the books 
and records of the subsidiary, and in practice is likely to 
meet opposition, or a refusal, to any such suggestion’. The 
contributor the following month in the same journal is by 
no means so definite:!8 “This writer... can find no ground 
for the statement in 17519 that it may be necessary for the 
auditors of a holding company to ‘duplicate or supplement 
the examination made of the accounts’ of a subsidiary by its 
own auditors. Supplement me, possibly, on the lines of the 
illustration given in paragraph 7 of Us; the example relates 
simply to the ascertainment of accounting information re- 
quired to complete the group accounts. But ‘Duplicate’ me? 
Never - Beloved!’ 

Referring to views on the comparable position in 








16 Statement on Auditing No 5 ‘Auditors’ Reports on Group . 
Accounts’: The Institute of Chartered Accountants in England 
and Wales. 


17 The Accountants’ Magazine, February 1966. ‘Subsidiaries 
not audited by us: A dissenting view’, pages 92, 95. 

18 The Accountants’ Magazine, March 1966, ‘Subsidiaries not 
Audited by us: A middle view’, page 194. 

1? Statement on Auditing No. 5: The Institute: of Chartered 


Accountants in England and Wales. 
* Author’s italics. 
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Australia and Canada, it is stated in а paper by E. Н. 
Burgess on “The Audit of Group Accounts'? “... the 
auditor of the holding company has no statutory power to 
examine the books and records of subsidiary companies even 
when he may be doubtful whether acceptable standards and 
techniques have been applied in the audit of the accounts of 
the subsidiaries’ ; and in the report of the Canadian Research 
Study Group ?!' – a parent company auditor, as such, has no 
legal rights of access to the books and accounts of sub- 
sidiaries and, unless he is also auditor of all consolidated 
subsidiaries, he is placed in a position of having to express 
an opinion without being able to carry outall the examination 
which he would normally undertake prior to expressing an 
opinion’. 

Although this matter was considered by the Jenkins 
Committee and?? commented on in its report, the com- 
mittee did not deal with it in this specific context. "We 
recognize the force of the argument that auditors who are 
required to report on group accounts should be entitled to 


20 “The Audit of Group Accounts’; A Paper presented to the 
Chartered Accountants’ Third Australian Congress, Adelaide 1965, 
by E. Н. Burgess, A.U.A., F.C.A. 


21 ‘Reliance on Other Auditors’; Report of a Research Study 
Group of The Canadian Institute of Chartered Accountants, 


22 Report of the Company Law Committee, H.M.S.O., Cmnd 
1749, paragraph 431. š : 
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information and explanations about the affairs of the sub- 
sidiaries. We think, however, that it would be invidious to 
give the auditors of the holding company a statutory right. 
to obtain information from the auditors of subsidiaries. . . .' 
This does not deal with the question of the holding company 
auditor's access to the books, accounts and vouchers of the 
subsidiary. An answer to the question is crucial and if there 
is any uncertainty it should be resolved. Grounds for the 
argument of ‘no access’ seem to be drawn from the fact that 
the Legislature thought it necessary to give specific power of 
access to the company's books, accounts and vouchers and 
did not do so in respect of those of the subsidiary. 

Where it is clearly within the power of the directors of , 
the holding company through their control of the subsidiary 
company to grant access to the books, accounts and vouchers 
of the subsidiary to any other investigating accountant for 
any other purpose, it is difficult to see how the holding 
company auditor can be thought to be excluded, if the 
directors of the holding company are disposed to provide 
this facility, if required by the holding company auditor to: 
meet his request for information and explanations in con- 
nection with his audit of the group accounts or to meet his 
need to verify or authenticate the information and explan- 
ations so furnished or any other matter in relation to the 
group accounts. 

(To be concluded.) 


Selection and Control of Advertising 


Media 


COMPANY which is investing substantial amounts of 

money in major advertising campaigns is concerned — 
as it is with the investment of funds in other uses — to 
ensure that the maximum return is achieved in relation to 
the amount expended, and that the return achieved is 
sufficient to justify the amount expended. 'To this end, 
management will be actively concerned with the following 
aspects of promotional activities: 


(a) selecting the media which are most relevant to the 
objectives of the advertising campaign and which, it 
is forecast, will produce the best results within the 
limits of the funds available; 


(b) controlling the actual expenditure on the campaign 
against the amounts authorized; 


(c) testing the validity of the assumptions on which the 
campaign was founded against the results achieved. 


Selection of media 


One of the most difficult problems in promoting a pro- 
duct or service is that of selecting the media which will 
most effectively achieve the desired objective. In the 
present age of mass communications and high advertising 
costs this problem is more critical than ever before, as sub- 
stantial expenditures may be lost unless the right decisions 
are made. In this search for a more precise appreciation of 
the potentialities and limitations of the media used, it is 


1 


natural that the computer should be brought into’ play 
since it is able to assimilate and correlate a number of 
factors which affect the usefulness of particular forms of 
advertising. t. 

The computer enables one to analyse in some depth the 
media in a way not previously possible. Such an analysis 
will include an assessment of the ability of the media to 
reach the class of readers or viewers required, the proba- 
bilities of them actually seeing the advertisement in the 
form presented, and the prospect of readers actually noting 
and retaining the impact of the advertisement. Some of 
these characteristics are related to the media itself, some to 
the reading habits of the group aimed at, and some to the 
form of the advertisement itself. From this data it should be 
possible to draw up a plan for the campaign which will 
optimize the results to be achieved in relation to the funds 
available. 

In an article entitled ‘Answering the computer back’ in 
the Spring issue of Management Decision, Mr John Rowan 
outlines how some of these factors are dealt with in the 
construction of computer programs, together with a series 
of highly relevant questions which should be asked about 
the computer program used. Prospective clients, when dis- 
cussing a campaign with their agency, should be in a posi- 
tion to discuss the schedules drawn up and to ensure that 
the underlying assumptions on which the schedule is based 
are in accordance with their own views. 
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Mr Rowan supplements his article with a review of four 
of the major programs in use in Britain, and the way in 
which they handle the basic data used. 


Control of expenditure 


Once a selection has been made of the media to be used and 
the scheduling of expenditure agreed, there must then be a 
suitable system for controlling and following up the рго- 
gram. In the large, multi-product company this process 
can be usefully carried out on a computer if one is available. 

When each advertising budget is approved by the 
management, the detail is used as input data for the control 
program. Such input would include, for each product line, 
the amount of expenditure allowed under headings such as 
publications, TV, direct mail, production costs, and so on. 

At the appropriate time advertising managers will issue 
firm orders to agencies etc. for the carrying out of specific 
parts of the advertising schedule. Such authorizations 
should then be fed into the computer so that it has in store 
the amount ‘committed’ under each of the headings. As 
payments are made to suppliers and agencies, the amount 
is removed from the ‘committed’ category to expenditure 
actually incurred. Under each expense heading, the com- 
puter will then have in store available for print-out, the 
amount authorized, the amount currently committed, the 
expense actually paid out, and the balance of authorized 
expenditure still unused. Such a system will enable manage- 
ment and the agency to review easily the position at any 
time and make what adjustments they think necessary to 
the advertising schedule in the light of current events. 

A description of such a system and the additional infor- 
mation that it could provide for management control is 
given by Professor William Kelly in an article in the same 
publication entitled ‘Advertising control’. The system 
described was installed in 1960 by a large, highly diversified, 
manufacturing concern, and it should be readily applic- 
able to any Јагре- ог medium-sized firm with a substantial 
advertising budget. 


Checking the effectiveness of advertising 


However valid may have been the assumptions made of 
readership habits, distributions, and noting of advertise- 
ments when preparing advertising schedules, the real test of 
success will be the effect that it has had on actual sales. This 
is an extremely difficult area since basically one is dealing 
with a dynamic situation in which many extrancous factors 
will be at work. Whatever the difficulties may be, any 
validation of advertising expenditure will rest in the last 
resort on the effect that it has had on sales and profits. 

The elimination of the extraneous factors will, in general, 
mean that any system of assessing the effectiveness of 
„advertising expenditure will rely, as far as possible, on the 
use of ‘controls’, i.e., situations closely related to each other 
where the effect of advertising in one or more situations is 
compared with performance where there is no advertising. 
An example of this technique is that of the test-marketing 
‘of products in a limited representative area. Where this is 
not possible, it may be appropriate to use sampling tech- 
niques, over a period of time, which will give a measure of 
sales volume changes. 

This is an area where more work could be done on 
devising mathematical models which might be used to test 
the effectiveness of advertising. 'T'o this should be allied the 
cost and revenue structure of the product so that an ultimate 
assessment of the effect on profitability can also be assessed. 
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Finance and 
Commerce 





Coats Patons | 


НЕ accounts of J. & Р. Coats Patons & Baldwins Ltd, 

or to give the company its new name, Coats Patons Ltd, 
have been put into modern form this year. It may be said 
that the change has been overdue for some time, but it has 
now been made — and made well. Collating and presenting 
group accounts covering 165 companies and involving 
sixty-seven different currency exchanges is not the simplest 
of tasks and is a reasonable explanation why the annual 
meeting was held in Glasgow only last Monday, June 
26th — virtually half-way through the new financial year. 

Another factor is that Coats Patons has been active in the 
sphere of acquisitions and also in cutting out some of the 
unprofitable overseas ends of its operations. These opera- 
tions have complicated matters and they have also com- 
plicated comparisons. Note 3 to the profit and loss account 
shows the make up of the difference of more than {1 
million in miscellaneous income between 1965 and 1966, 
and the company’s view is that the best comparison of 
profit is at the ‘trading profit’ mark, although even here 
like is not being compared with like. 

The 1966 profits include a full year’s operations of 
Pasolds 144 and Gries Reproducer Corporation, as against 
ten and seven months, respectively, in 1965, and also two 
months’ profits of S. Bellman & Sons Ltd, the retail com- 
pany taken over during the year. Next year’s comparisons 
will still be complicated because of the acquisition last 
spring of the Jaeger company. 


U.K. content 


The Coats Patons policy on acquisition is that the acquired 
company immediately changes its accounting date to the 
parent’s — December 31st. This is sound policy and it is a 
point that may become more pertinent this year since the 
Coats Patons board is clearly of a mind to develop further 
through acquisitions in the textile and complementary 
trades. 

On that point it may be noted that the miscellaneous 
item of £2,028,000 in the analysis of trading profit in the 
Group Statistical Record included in the reprint, was a 
matter of £250,000 or so five years ago and this — according 
to the chairman, Mr Charles W. Bell — ‘is the figure to 
watch’. The diecasting interests are there because that 
is the process by which the group makes its own zip 
fasteners. 

Somewhere between 70 and 75 per cent of the group’s 
profits are earned either from exports or from operations 
abroad. While export and overseas earnings are decidedly 
useful at a time when U.K. earnings are cramped — it is 
estimated that £1 million of U.K. profits were lost during 
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the freeze and squeeze period of the second half of 1966 – 
the Coats Patons policy is to improve the U.K. earnings 
content in the group. 

This point can be read in the context of the chairman’s 
statement that, given existing levels and sources of income 
from abroad and current rates of foreign taxation, the re- 
moval of transitional relief in 1971 will cost the company 
some {4 million a year in unrelieved foreign tax. 


Simplified summary 


Another reflection of this anticipated growth through 
acquisitions is the decision to increase authorized capital 
by Хто million in unclassified Хі shares. The chairman 
comments ^we have no specific purpose in mind, but we 
consider it prudent to have the shares available should the 
need arise’. 

As will be seen from our reprint, the style of the Coats 
Patons account presentation is on the modern lines of 
main items in the body of the profit and loss account 
and balance sheets with detail in the accompanying notes. 
Included in the chairman’s statement is “А simplified 
summary of the year's events’ in the following form: 


Balance Sheet 
А simplified summary of the year's events is as follows — 


Funds Generated 


Profit earned for ordinary shareholders £10,200,000 

Depreciation charge for year 5,400,000 

£15,600,000 

Funds borrowed 1,500,000 

Total funds available £17,100,000 

Use of Funds 

Acquisitions £1,659,000 
Less shares issued 712,000 

947,000 

Investments 471,000 
Additions to fixed assets £8,111,000 
Additions to working capital 5,666,000 
£13,777,000 
Less increase in creditors 5,825,000 

———— 7,952,000 

9,370,000 

Ordinary dividends 7,730,000 

£17,100,000 


The dividend, it will be seen, is maintained — although 
a year ago the previous chairman commented that the 
directors would have 'a difficult task to maintain a fair 
balance between the needs of the company and an accept- 
able return to the shareholders'. Mr Bell says that 'con- 
siderable thought’ was given to this problem before the 
decision was taken to maintain the payment. 


Overseas operations 


The inclusion of the Group Statistical Record in the reprint 
shows clearly enough the extent of the group's overseas 
assets and earnings. All told, the group employs approxi- 
mately seventy thousand people — 18,000 in the U.K., 
16,000 in India, 13,000 on the Continent, 8,000 in the 
United States and Canada, 6,500 in South America, 
2,500 in Australia, 1,000 in South Africa, 750 in Japan and 
500 in Turkey. 

The group is the world's largest manufacturer of sewing 
threads, Europe's largest spinner of acrylic yarns, and a 
very substantial manufacturer of hand-knitting and other 
.wools. Garment making has been added to the grou 
through a 54 per cent in holding in the Pasolds ‘Ladybird’, 
‘Chilprufe’ and “Donbros’ company and, more recently, 
through the acquisition of Jaeger. In addition there is 
a chain of retail shops. У 
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CITY NOTES 


HE appearance of one or two dividend increases in the 

past few days has given the City evidence that the 
period of severe restraint is at last coming to an end. It 
is clear that companies welcome a little more elbow room 
in the matter of dividend payments, though it must be 
admitted that most of those who have seen their way to 
making an increase would probably have raised the dis- 
tribution last year had it not been for the call for restraint. 

Investors therefore would do well to exercise caution 
because payments in the main will still depend on the 
ability to maintain the higher dividends, if made, in what 
miay still prove a period of restricted trading. 

Most boards will doubtless want to restore profitability 
and build up retentions before passing on more to share- 
holders. There is, too, the fact that the Government still 
retain powers to warn on dividend increases and could step 
in if they thought there was any excessive rise. 

Despite this caution, however, the outlook does look 
rather brighter and if reflation 1s in prospect, then further 
modest dividend increases could be in train. But investors 
will no doubt continue to adopt a conservative view of 
dividend potential in the shorter term prospect, and for 
that reason take-over talk is still likely to have greater effect 
on prices than encouraging comments from chairmen 
or the hint of a little more in the dividend cheque. 


RATES AND PRICES 


Closing prices, Tuesday, June 27th, 1967 


Tax Reserve Certificates: Companies 32% (24/6/67);22% 
‚ surrendered for cash (15/4/67); Personal 32% (27/6/66) 


Bank Rate 
Jan. 3,1963  .. .. 4% July 14, 1966 .. Ke 1% 
Feb. 27, 1964 .. 5% Jan. 26, 1967 .. .. 6%% 
Nov. 23, 1964. .. 7% Mar. 16, 1967 .. .. 6% 
June 3, 1965 6% Мау 4, 1967 .. .. 5% 
Treasury Bills / 
Aprili .. £5 6s 11-09d% May 26 £5 4s 11'474% 
Арш28 .. £s 8s 2-99d% June2 .. £5 зе 5'494% 
Mays  .. £s 4s 835d% Јапед  .. 45 5s roid% 
Маў 12 .. £5 45 5'414% Јапе1б .. £5 ss 5:25d% 
May 19 .. £s 4s 3°83d% June 23 .. £5 5s 6:00d% 
Money Rates 

Day to day . 38-54% Bank Bills 
7days .. .. 3%#—5%% 2 months 58-50% 
Fine Trade Bills 3 months 543-5 % 

3 months 64-7% 4 months 58-500 А 

4 months 64-74% 6 months 5 с-539 

6 months 62-74% 

Foreign Exchanges 
New York 2°78 fy Frankfurt 11'10% 
Montreal .. 3'01 Milan гуў 
Amsterdam 10:055 Oslo 19:93 8 
Brussels .. 138-424 Paris 13:683 
Copenhagen 19:32] Zürich 12°03 Й 
Gilt-edged 

Consols 4% Я 58% Funding 6% 1993. ог 
Consols 22% да 37 Savings 3% 60-70 .. gof 
Conversion 34% Я 52% Savings 3% 65-75 .. 77% 
Conversion 5% 1971 95% Treasury 64% 1976 хо2 5 


Treasury 3#% 77-89 76 
Treasury 34% 79-81 
Treasury 5% 86-89 8т 


Conversion 54% 1974 93 
Conversion 6% 1972 


Funding 33% 99-04 57 


Funding 4% 60-90 962 Treasury 54% 08-12 832 
Funding 52% 78-80 8745 Treasury 24% 37% 
Funding 54% 82-84 87% Victory 4% za 97 
Funding 54% 87-o1 884 War Loan 34% 51% 


ТНЕ 


24 ACCOUNTANT 


July 1st, 1967 


Scottish Institute’s Summer School 


Fifteenth Annual Event at St Andrews 


HE Institute of Chartered Accountants of Scotland held 

its fifteenth annual summer school at the University of 
St Andrews from Friday, June 23rd, until last Tuesday, 
June 27th. There was a total attendance of 112, including 
members, guests, contributors and staff. 

The school welcomed as its guests Mr W. E. Parker, 
С.В.Е., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales, and Mr С. Evan-Jones, 
M.B.E., Secretary of the Institute; Mr N. V. Hogan, B.A., 
B.COMM., F.C.A., President of The Institute of Chartered 
Accountants in Ireland, and Mr R. L. Donovan, B.A., 
B.COMM., A.C.A., Secretary of the Institute; and Mr A. 
McLean, B.L., S.S.C., and Mr J. Sutherland, M.A., 
LL.B. members of the Council of The Law Society of 
Scotland. 

In addition to members of the Scottish Institute, the 
school included Mr F. C. Winkelmann, F.c.a., a member of 
the Council of the Irish Institute, four members of the 
English Institute and Mr N. К. Macaw, Е.С.А. (AusT.), from 
Melbourne. 


University finance 


The opening item in the programme was an interesting 
and informative talk on ‘University finance’ by Mr James 





Em 


Duncan, C.A., Quaestor and Factor of the University of 
St Andrews. At the dinner which followed, members of the 
school were welcomed by Professor J. A. Macdonald, 
B.SC., PH.D., D.SC., F.R.S.E., Dean of the Faculty of Science 
and Professor of Botany in the University, and by the 
President of the Scottish Institute, Professor D. S. 
Anderson, M.A., С.А. 


Executive selection 


After dinner the first address was given by Dr T. R. Lee, 
M.A., PH.D., Lecturer in Psychology in Queen’s College, 
Dundee. His subject was ‘Selection for management’ and 
covered most entertainingly and authoritatively the three 
current methods of executive selection - the traditional 
type of personal interview, the selection board technique 
(including psychological tests) and the ‘one-off’ type of 
selection carried out by management consultants. Dr Lee 
left no doubt in the minds of his audience about the proven 
value of the second of these two methods and, in particular, 
the efficacy of psychological testing. A lively discussion 
followed the address. 

On Saturday morning Professor David Flint, T.D., M.A., 
B.L., С.А., introduced his paper on "Ihe audit of group 
accounts - reliance on other auditors (the first part of 


Mr T. N. Ritchie, T.D., C.A., Convener of the Summer Course Committee (/eft) with Professor David Flint, T.D., M.A., B.L., C.A., 
Sir William Slimmings, C.B.E., C.A., and Mr A. W. Walker, C.A. 
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which is reproduced on other pages of this issue). He made 
it clear that he had approached the subject from the point 
of view of the responsibility of auditors to those to whom 
their reports were directed, and that he had endeavoured to 
define the problem, not solve it. He suggested that there 
were a number of questions to which discussion groups 
might give their attention, including the effect on the repu- 
tation of a holding company auditor whcre he has wrongly 
relied upon the competence of audit of a subsidiary com- 
pany auditor; the access to the books and records of a 
subsidiary company by a holding company auditor, and 
the procedure by which communication between holding 
company and subsidiary company auditors should take 
lace. 

2 After the matter had been discussed in groups during the 
day, Professor Flint answered questions put forward during 
the evening session. In the course of general discussion it 
was emphasized that the public were justified in assuming 
that the same weight could be given to a report on con- 
solidated accounts in respect of a group as would be given 
to the accounts of that group if it were a single company. It 
was accepted, as Professor Flint pointed out, that the 
question of the relationship between holding and subsidiary 
company auditors was a very difficult one and there ap- 
peared to be a body of opinion that it would be helpful if an 
Institute pronouncement were made on the subject. 


Future of the accountant in industry 


A paper on “The future of the accountant in industry’ was 
given by Mr A. W. Walker, C.A., after the church service on 
Sunday morning. He reminded his audience that his paper 
contained a number of postulates, and he suggested that 
discussion groups should see how far they were able to 
accept them. The paper was discussed in general forum 
after dinner that evening and it was inevitable that it should 
raise a number of points on the education and training of 
Scottish chartered accountants, both pre- and post-qualified. 
Mr Walker made it clear that in his personal opinion and 
under existing conditions the report of the Dewar Com- 
mittee went a long way towards what he considered to be 
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the necessary pre-qualifying training for an accountant 
ultimately destined for industry. 'ТҺе author stressed that 
the object of his paper was to alert young accountants to the 
changes taking place in management and to the problems 
they would be required to face if they wanted to progress in 
that field. The school as a whole seemed to accept Mr 
Walker's diagnosis of the trend in information requirements. 


Land Commission Act 


Monday morning was devoted to a general discussion on 
Institute affairs, followed by an address by Mr A. M. M. 
Grossart, M.A., LL.B., C.A., on ‘The Land Commission Act 
1967'. Тће speaker gave a very clear exposition of an ex- 
tremely complicated piece of legislation, and left practising 
accountants in no doubt that it was necessary for them, if 
they were to be helpful to their clients, to know more of the 
Act than merely the provisions on betterment levy. The 
address was followed by a number of questions, which 
elicited valuable information on points of detail from the 
speaker. 

After lunch оп Monday a golf competition for the 
Summer School Trophy was held over the Eden Course by 
foursome against bogey. Some excellent scores were re- 
turned and the trophy was most appropriately won by the 
President of the Scottish Institute and his partner, Mr 
James Duncan, who finished eight up. The runners up were 
Mr T. P. J. Nicolson and Mr J. J. Crosbie with a score of 
seven up, and Mr Т. W. Macdonald and Mr W. N. К. M. 
Crawford were third with six up. The putting competition 
for a handsome silver quaich, presented anonomously by a 
summer school enthusiast, was won by Mr Robin Wilkie. 

The official proceedings of the school finished on 
Monday evening with a dinner at which the toast of the 
University of $t Andrews was proposed by the Vice- 
President, to which Principal J. Steven Watson, M.A., 
F.R.HIST.S., replied. The toast of the Institute was proposed 
by the President of the English Institute and the President 
of the Scottish Institute responded. Also present at the 
dinner was Professor James Trebor, M.A., Principal- 
designate of the University of St Andrews. 








New Legislation 


The date indicates when an Act received the Royal Assent 





Chapter 26: 
Merchant Shipping Act 1967 
. An Act to amend section 92 of the 
Merchant Shipping Act 1894. 
: Price 5d net. May roth, 1967. 


Chapter 28: 
Superannuation (Miscellaneous 
Provisions) Act 1967 


STATUTES 

Chapter 20: 
Housing (Financia! Provisions, &c.) 

(Scotland) Act 1967 

Ап Act to make further provision for 
the giving of financial assistance to- 
wards the provision of houses in 
Scotland; to increase the amount of 
contributions payable in respect of 
hostels under section 89 of the 
Housing (Scotland) Act 1950; to 
replace certain provisions as to the 
withholding, reduction, suspension, 


postponement, discontinuing or trans- 
fer of certain contributions; to make 
further provision for the Scottish 
Special Housing Association; to make 
provision in certain cases for the 
discharge or modification by the 
sheriff of heritable securities, charges 
and agreements on or relating to an 
unfit house; to revive section 12 (6) of 
the Rent Áct 1957 in its application to 
Scotland; and for matters connected 
with the aforesaid purposes. 

Price 2s за net. May roth, 1967. 


An Act to amend the law relating to 
pensions and other similar payments to 
or in respect of persons who have been 
in certain employment, and for con- 
nected purposes. 
Price 25 за net. May roth, 1967. 
Chapter 33: 

Air Corporations Act 1967 
An Act to consolidate, with certain 
exceptions, the provisions of the Air 
Corporations Acts 1949 to 1966. 
Price 2s 6d net. May roth, 1967. 
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Index to Vol. CLVI: 
January to June 1967 


The general index to Vol. CLVI - 
January to June 1967 ~ is published 
with the present issue. The parts of 
this volume, with the index, can now 
be sent for binding. 


PROFESSIONAL NOTICES 


Messrs THORNTON BAKER & Со, 
Chartered Accountants, announce that 
Mr А. J. COOKE, F.c.a. (London firm), 
Mr J. W. FAWDRY, M.C., F.C.A. 
(Portsmouth firm), Mr F. W. 
FLETCHER, F.C.A. (Bournemouth firm), 
Mr R. А. PENNY, J.P., F.C.A. (London 
firm), and Mr №. С. WILSON, F.c.a. 
(Liverpool firm), retired on June 3oth, 
1967. On July rst, 1967, Mr Ј. C. 
ASTIN, A.C.A. (Leicester firm), Mr 
«М. D. Воонам, A.C.A. (London firm), 
Mr A. P. Downs, a.c.a. (London 
firm), and Mr E. К. УпллАМ5, 
A.C.A. (Northampton firm), were ad- 
mitted to partnership. 


. Messrs Нил, МЕРЉАСОТТ & Co, 
Messrs GODDARD, MELLERSH & 
LEPINE, Messrs Gowar, ASHBY 
& BARNSDALE, Messrs GREENSLADE & 
Co, and Messrs KENNY, WALDRON, 
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CHANDLER & Co, announce that they 
have amalgamated their practices as 
from July rst, 1967. The combined 
practice will be carried on under the 
name of Нил, VELLACOTT in London, 
Cambridge, Canterbury, Deal and 
Guildford and under the name of 
HILL, VELLACOTT & GREENSLADE in 
Northampton. All the partners of the 
five firms will be partners in the com- 
bined firm. With effect from the same 
date the partners of Messrs GODDARD, 


‚ MELLERSH & LEPINE, Messrs GOWAR, 


Азнву ё . BARNSDALE, Messrs 
GREENSLADE & Co, and Messrs KENNY, 
WALDRON, CHANDLER & Co, have 
been admitted to the partnership of 
Messrs Hitt, VELLAcoTT & BAILEY 
in Belfast and Downpatrick. 


Messrs KarMAN, Раш. & Co, 
announce that their address is now 1—2 
Wardour Street, London Wi. Tele- 
phone от - 734 8701-7. They also 
announce, with effect from June 
26th, 1967, the amalgamation of their 
practice with that of Messrs CALLIS, 
Вгесн & Co, Chartered Accountants, 
the style of the new firm being 
KALMAN, Віесн & Co. 


Messrs Kemp, CHATTERIS & Co 
announce that, in order to emphasize 
their close association which has 
existed since May rst, 1963, with the 
firm of Тоосне, Ross, BAILEY & 
Smart, the name of Kemp, CHATTERIS 
& Со, has, with effect from July 156, 
1967, been changed to Тоосне Ross & 
Kemp CHATTERIS. 


Messrs Porter, Gre & Co, 
Chartered Accountants, of 14 Norfolk 
Street, Strand, London WCa2, an- 


nounce that on June roth, they opened: . 


a branch office at Baryta House, 29 
Victoria Avenue, Southend-on-Sea, 
Essex. Telephone О502 ~ 42733. 


Mr M. Evans SMITH, Е.С.А., an- 
nounces that consequent on the 
dissolution of his partnership with 
Messrs Evans SMITH, Воотнкоур & 
Co, by mutual agreement, he is 
merging his practice in London with 
that of Messrs LayTon-BENNETT, 
Вплімснам & Co, Chartered Ac- 
countants, of 23 Blomfield Street, 
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London ЕС2, with which firm he will 
be associated. He will, however, con- 
tinue in practice at Dover as Evans 
SMITH & Со. 


Messrs Topp T'anser & Со, Chart- 
ered Accountants, of 3 Granby Street, 
Leicester, and at London, North- 
ampton and Nottingham, announce 
the admission into partnership of 
Mr Rosert LEES, A.C.A., who has been 
a member of the staff for some time. 
Mr Уупллам Т. Tansee, Р.С.л., has 
retired as a partner, but will continue. 
to act as a consultant for the firm. 


Messrs W. Н. Wacker & Со, 
Chartered Accountants, of Liverpool, 
London and the Isle of Man, announce 
the retirement, with effect from June 
30th, 1967, of their senior partner, 
Mr ALAN JOHNSON, F.C.A., and the 
admission into partnership, as from 
July rst, 1967, of Mr T. M. J. NORTON, 
A.C.A. The practice will be carried on 
under the same style and Mr Јонмѕом 
will continue to be available in a con- 
sultative capacity. 


Messrs WHINNEY Murray & Co, 
Chartered Accountants, announce the 
admission on July 1st, 1967, to partner- 
ship in their Birmingham firm of Mr 
Davin Р. WAINMAN, C.A., and Mr E. 
Joun W. Oy Ler, M.A., A.C.A., and in 
their Leeds firm of Mr Joun E. Н. 
‘QUICKFALL, А.С.А., all of whom have 
been on the staff for some years. Mr 
WaiNMAN and Mr Ovyzer will be 
resident in London. 

, 


Appointments 


Mr Dennis E. Jacobs, Е.С.А., chief 
accountant of Hill, Samuel & Co Ltd, 
has been elected to the board of Hill, 
Samuel Securities Ltd. 


Mr T. McDonald, в.сомм., F.C.A., 
has been appointed chairman of 
Crosthwaite Furnaces and Scriven 
Machine Tools Ltd. 


Mr А.Р. Whyte, B.sc.(ECON.), F.C.A., 
has been appointed deputy chief 
accountant of Merseyside and North 
Wales Electricity Board, in succession 
to Mr Н. Strange, АЛМА. with 
effect from July rst, 1967. He will 
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continue as head of the separate 
Management Services Unit. 


Lieut-Col А. D. Monteath, T.D., C.A., 
а partner in Већ, Lawrie, Robertson 
& Co, stockbrokers, of Edinburgh, 
was awarded the O.B.E.(Mil.) in 
the recent Birthday Honours list. 


MR R. G. LEACH APPOINTED 
MEMBER OF SHIPPING INQUIRY 
COMMITTEE 
Mr В. С. Leach, C.B.E., Е.С.А., senior 
partner in Peat, Marwick, Mitchell & 
Co, of London, and Vice-President of 
The Institute of Chartered Account- 
ants in England and Wales, has been 
appointed by the President of the 
Board of Trade as a member of the 
Committee of Inquiry into Shipping. 


HERIOT-WATT UNIVERSITY 
Chair in Accountancy and Finance 


Mr John R. Small 3B.sc.(ECON.), 
Р.А.С.С.А., F.C.W.A., J.DIP.M.A., senior 
lecturer in accountancy at the Uni- 
versity of Glasgow, has been appointed 
to the new Chair of Accountancy 
and Finance in the Faculty of Human- 
ities at Heriot-Watt University from 
October 1st, 1967. 

After graduating in 1956, Mr Small 
spent four years in industry. During 
this period he was mainly concerned 
with financial accounting, computer 
feasibility systems and.the introduction 
of operational research techniques. In 
1960 he took up an appointment in 
the University of Edinburgh as the 
first full-time lecturer in the Depart- 
ment of Accounting and Business 
Methods and three years later he 
joined the University of Glasgow. 


DOUBLE TAXATION 
U.K. — Luxembourg 


'The Double Taxation Convention with 
Luxembourg, which was signed on 
May 24th, was published on June 
22nd, as a Schedule to а Draft Order in 
Council. 
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HIGHER NATIONAL INSURANCE 
BENEFITS AND CONTRIBUTIONS 
Under proposals presented last week 
by the Minister of Social Security, 
national insurance benefits and con- 
tributions will be increased from the 
week commencing October 3oth, next. 

The standard flat rate of unemploy- 
ment and sickness benefits and of 
widows’ and retirement pensions will 
go up from £4 to £4 10s a week for 
single people and from £6 тоз to 
£7 6s for married couples – increases 
of тог and 16s a week respectively. 
Other changes include an increase in 
the widowed mother’s allowance (up 
from £4 to £4 10s) plus £2 2s 6d for a 
first or only dependent child (f2 at 
present), £1 145 64 for a second child 
(£1 x25 at рее and [1 125 6d for 
each younger child (£1 105 at present); 
improved industrial injury benefit — 
the present rates of £6 155 a week for a 
single person and £9 5s for a married 
couple will be increased to £7 5s and 
£10 15 respectively — and an increase 
їп the basic rate of pension for тоо per 


_cent war disablement from £6 15s to 


£7 12s a week, with proportionate 
increases for the less severely disabled. 
Many of the supplementary allowances 
for both the war disabled and the war 
widow are also to be raised. 


The proposed increases in flat-rate . 


contributions to meet the new benefits 
will be as follows. For an employed 
man not contracted out of the grad- 
uated scheme, the national insurance 
part of the joint contribution paid by 
himself and his employer will go up 
from Гі 15 8d to {1 55 94. The in- 
dustrial injuries part goes up from 
1s 7d to 1s gd, so that with the National 
Health Service and Redundancy Fund 
contributions and the Selective Em- 
ployment Tax the total joint contri- 
button becomes £2 16s 8d of which the 
employee pays 15s 8d (instead of 
135 8d now) and his employer pays 
£2 15 (instead of £1 185 9d now). 

For employed men contracted out of 
the graduated part of the scheme, the 
joint contribution goes up to £3 1s 6d 
of which employees will pay 18s 1d 
(instead of 16s 1d now) and employers 
£2 3s 5d (instead of £2 15 2d now). 
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There will be corresponding increases 
in the other flat-rate insurance con- 
tributions. 


HULL, EAST YORKSHIRE AND 
LINCOLNSHIRE SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 


At the recent annual general meeting 
of the Hull, East Yorkshire and 
Lincolnshire Society of Chartered 
Accountants, Mr Jack Reynolds, F.c.a., 
a partner in the firm of Goldie, 
Campbell & Robins, Chartered Ac- 
countants, of Kingston upon Hull, 
was elected President for 1967-68. 

Mr Reynolds, who is aged 59, was 
admitted to membership of the former 
Society of Incorporated Accountants 





in 1934, and to membership of The 
Institute of Chartered Accountdnts in 
England and Wales in 1950. He took 
an active interest in the affairs of the 
local district society and students' 
society of the Society of Incorporated 
Accountants, holding several offices 
in each. | 

Mr Reynolds has been а member of 
the committee of the Hull, East 
Yorkshire and Lincolnshire Society of 
Chartered Accountants for ten years 
and was secretary of the Technical 
Advisory Committee for four years, 
besides serving on various subcom- 
mittees from time to time. 
. A part-time lecturer in taxation at 
the Hull College of Commerce from 
1949-1965, Mr Reynolds has also 
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lectured to local students’ societies 

on a number of occasions. 

Other officers elected for 1967-68 
are: 

Vice-Presidents: Mr W. B. Hall, F.c.a., 
Mr F. Sellar, F.c.a. 

Hon. Secretary: Мт.Е. С. Chadwick, 
Е.С.А., Fawley Judge & Easton, 1 
Parliament Street, Hull. 

Hon. Treasurer: Mr R. M. Strachan, 
F.C.A. 

Hon. Librarian: 
B.COM., F.C.A. 

Hon. Secretary (Technical Advisory 
Cornmittee): Mr I. Hewitt, F.C.A. 


Mr j. B. Gaskill, 


Committee's Report 


'The fortieth report of the committee 
presented at the meeting, shows that 
the overall membership of the Society 
at the year-end numbered 492. In 
addition, there were five ‘invited’ 
mernbers of the Scottish Institute. 

Monthly luncheon meetings, fol- 
lowed by short talks from guest 
speakers or members of the Society, 
again proved a useful and important 
feature of the Society's programme. 
On the subject of articled clerks, the 
report states that last October full- 
time courses of nine months' duration 
commenced at four colleges of further 
education within.the Society's area. 

Membership of the Grimsby and 
North Lincolnshire Branch now num- 
bers ir6. Attendance at luncheon 
meetings has continued to increase and 
evening meetings - all of which were 
well supported — were held at in- 
tervals during the year. The Scar- 
borough and District Group continued 
to hold both luncheon and evening 
meetings. 


THE ACCOUNTANTS' 
FELLOWSHIP 


'The monthly meeting for Bible reading 
and prayer will be held at 1 p.m., on 
Monday next, July 3rd, in the vestry 
at St Mary Wooinoth Church, King 
William Street, EC3. The Scripture 
for reading and thought will be Luke, 
chapter 18, verses 9 to 14. 
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. ENGLISH INSTITUTE'S 
INTERMEDIATE EXAMINATION 
а У ВЕМ5ОМ COURSE 

A pre-examination revision course for 
the September. 1967 Intermediate 
examination of The Institute of 
Chartered Accountants in England and 
Wales is being held at Slough College, 
William Street, Slough, from August 
7th to September ist, 

A, few vacancies are still available. 
Application should be made at once to 
the Director of Accountancy Studies 
at the-College. 

The course is free to clerks under the 
age of eighteen years; from eighteen to 
twenty-one the fee. із £3; and from 
over twenty-one, £3 Ios. 


THE INSTITUTE OF INTERNAL 
AUDITORS | 


New Presidént of London Chapter 


Mr І. Fidgen, Е.А.І.а., chief internal 
auditor of Vitamins Ltd, was elected 
President of the London Chapter of 
the Institute of Internal Auditors for 
1967-68 at the Chapters annual 
general meeting on June 14th. 





Mr Fidgen has worked for the Vitamins 
group since 1954. Previously he held 
senior accountancy positions with S. 
Hoffnung & Co Ltd, general export 
merchants, and with the National 
Road Haulage Executive of the British 
Transport Commission. He qualified 
as an Associate of the Association of 
International Accountants in the early 
19505 and became a Fellow in 1959. 
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Mr Fidgen joined the Institute of 
Internal Auditors in 1958 and has been 
a Governor of the London Chapter 
since 1964, serving on various com- 
mittees. He holds a diploma in theology 
and has been a Lay Pastor for a 
number of years. 

On taking office Mr Fidgen first 
paid tribute to the retiring President, 
Mr 5. S. Ross, who had done much to 
further the cause of the . London 
Chapter and the Institute generally 
during the past year; he then ап- · 
nounced his theme for the coming year 
as 'Increasing .our internal audit 
effectiveness'. 


INSTITUTE OF ACTUARIES 


At the recent annual general meeting 
of the Institute of Actuaries, the 
following were elected to membership 
of the Council: 

Messrs C. J. Cornwall, M.A., F.L.A., 
Р.5.5., J. Hamilton-Jones, M.A., Е.І.А., 
F.s.s., J. А. S. Lamb, ЕЛА., Е.5.5., 
A.S.A., С. W. Pingstone, Е.І.А., A.S.A., 
F.s.s., and D. R. Spackman, Е.І.А. 


NORTH STAFFORDSHIRE SOCIETY 
OF CHARTERED ACCOUNTANTS 


At the recent annual general meeting 

of the North Staffordshire Society of 

Chartered Accountants the following 

were elected officers for 1967-68: 

President: Mx P. Williams, F.C.A. 

Immediate Past-President: Mr 5. В. 
Woodgett, Р.С.А. 


Founder Chairman: Mr F. W. Carder, 
Е.С.А. 


‘Vice-President: Mr L. б. Fetzer, Е.С.А. 


Secretary: Mr М. E. Dunning, F.c.a., 
17 Albion Street, Hanley, Stoke-on- 
Trent. 

Assistant Secretary: Мт С. B. Snow, 
F.C.A. 

Hon. Treasurer: Мт Е. W. Carder, Jnr, ' 
T.D., F.C.A. ` 


Hon. Librarian: Mr А. B. Snow, Е.С.А. 


Committee: Messrs С. W. Blagg, F.C.A.; 
С. C. Bullock, T.D., Е.С.А.; E. Buxton, 
F.c.A.; Р. H. Osborne, F.C.A.; J. 
Plumb, А.С.А.; E. O. Toft, F.C.A.; А. 
Tucker-Feltham, F.C.A. 


IMPORTANT MESSAGE TO ALL QUALIFIED ACCOUNTANTS 
100 PER CENT MORTGAGES FOR PURCHASE PRACTICE/PARTNERSHIP AND HOUSE 


Full details from 
Г. W. SLEATH & СО LTD, Incorporated Insurance Brokers, 58 Theobald’s Road, London WC1 


Tel. CHAncery 4375/6/7/8 


LIFE AND DISABILITY INSURANCES 
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Have you read 
any good books lately?.. 


One іп а series of advertisements designed to remind members and non-members 
of the extensive facilities available. 


PUBLICATIONS. 1966 saw the publication of more than a dozen books, booklets and Summer Course 
papers by the Institute and by the General Educational Trust of the Institute. Written by experts, they 
cover a wide variety of subjects ranging from supplements to the Corporation and Capital Gains taxes 
to the educational books available from the Institute’s General Educational Trust. The first five in the 
Trust's Management Information series are available now and the remaining three will be published 
shortly. A list of some publications available is given below. A full list and copies of the booklets are 


available from: 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 





Published by the General 
Educational Trust of the 
Institute 


MANAGEMENT INFORMATION 
Business planning and control 


Research and development — the key to 
future profitability 


The case for marginal costing 


The use of ratios in the study of business 
fluctuations and trends 

The preparation of interim accounts for 
management in the smaller manufacturing 
concern 

Management information and statistical 
method 

Improving the efficiency of an accounting 
department 


The computer as an aid to management 





An audit approach to computers 


Published by the Institute 


TAXATION Supplements 
To the Corporation and Capital Gains Taxes 





Summer Course Booklets 
1964 (Cambridge) 
Estate duty planning. An investor's view 
of company accounts. O. & M. for the 
smaller client 
1965 (Oxford) 
Professional ethics 
1966 (Oxford) 
Co-ordination of finance and manage- 
ment. Present practice and modern 
development in auditing in U.S.A. Some 
aspects of the corporation tax 
1966 (Cambridge) 
Business accountancy principles for 
improving the efficiency of departments 
responsible for servicing management 
The impact of the new tex structure on 
company finance 
The taxation of capital gains 


PRACTICE ADMINISTRATION 

The development of an accounting practice 
Professional practice insurance 

Provision for retirement 


The constitutional arrangements of an 
accountant's practice 


The organisation of a practising accountant's 
office 


Mergers and associations of professional 
firms 


Towards better fees 


Controls for the effective use of time and 
the keeping of time records 


A practitioner's own taxation problems 


The selection, training and management of 
staff 
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ON OTHER PAGES 





Finance Bill 


Contracts for Third Parties 


Десе article in our issue of July 2nd, 1966, discussed 
the decision of the Court of Appeal in the case of Beswick v. 
Beswick. 'This established the right of a widow to enforce in her 


ОЕ = own favour a contract made by her husband and nephew, to 
which contract she was not a party. The somewhat sweeping 
Current Affairs 31 dicta of Lord DENNING, M.R., and Lord Justice DANCKWERTS in 
. that case have been subject to attack in the House of Lords where 
Time and Emotion Studies — 1 the matter has been left in temporary suspense. 
b A К PETER Beswick made over his retail coal business to his nephew 
y a Provincial Practitioner 33 | ЗАРА Е 
on certain terms which included an undertaking by the nephew 
to pay PETER's widow £5 a week when PETER should die. That 
Accountancy and the Onslaught undertaking the nephew repudiated, and the widow took out 
of Case Law in North America letters of administration and sued him both as administratrix of 
by Kenneth Р. Byrd, М.А., B.Sc. the contracting party and elso in her personal capacity as the 
(Econ.), F.C.A., C.A. (Canada) 34 person for whose benefit the £5 per week was to be paid. The 
VicE-CHANCELLOR of the Lancashire Chancery Court dismissed 
The Evolution of Money her claim, relying on Re Miller's Agreement ([1947] Ch. 615). 
by R. Robert, А.С.1.9. 42 Mrs BESWICK’s claim was upheld in the Court of Appeal on 
two grounds. First, that as administratrix she could enforce 
| specific performance of the undertaking to pay the annuity and 
Audit of Group Accounts — was not confined to claiming damages (which would have been 
Reliance on Other nominal as far as PETER’s estate was concerned). Secondly, that 
Auditors 1l section 56 of the Law of Property Act 1925 had altered the 
by Professor David Flint, T.D., M.A., previous law and made it possible for the widow as such to sue 
B.L.. C.A. 44 on the contract, although пос a party to it. 
The House of Lords has now upheld the first ground, together 
Current Law 49 with its corollary that where a personal representative — or indeed 
the contracting party — obtains specific performance of an under- 
Епа Commerce taking to pay money, then he holds that money on trust for the 
person to whom it was agreed to be paid. The Times of June 30th 
Bonochord Ltd — City Notes — Rates reports Lord Кир as saying that it was not essential to adjudicate 
angi ACES 3 on the second ground in view of the application of the first. 
Accordingly the House would proceed on the footing that the 
Reviews 55 more commonly held view was the right one, namely that a 
person who was not a party to a contract could not sue on it. Tt 
. seemed that legislation on the point at an early date was probable. 
Notas and ове зв 96 This is an саа n. of affairs dd say the тела Ever 
since Re Miller’s Agreement, professional men in particular have 
The Institute of Chartered been making arrangements to benefit their widows and other 
Accountants of Scotland relatives in a way which they hoped would protect those relatives 
Results of Examination held in May from estate duty. No one can say precisely what the new legis- 
1967 59 lation will do, and whether or not it will be retrospective. 
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FINANCE BILL 


Group Relief 
for Consortia 


NUMBER of Government amendments were 

introduced into the Finance Bill during the report 
stage which concluded on Wednesday of last week. 
One series of amendments extended to consortia the 
provisions in clause 20 and Schedule 1o for giving the 
new group relief which was discussed in a leading 
article in our issue of June 3rd. 

This group relief supersedes the old subvention 
payment system. The extension of it from groups to 
consortia has been made by the Government as a 
result of arguments put forward by the Opposition. At 
the same time other changes have been made in the 
original group relief provisions. In particular, com- 
plicated provisions are now introduced for time basis 
apportionment jor broken periods. 

А new sub-clause to clause 20 provides for the ex- 
tension of group relief to three new cases as follows: 

(а) where the surrendering company (i.e. the loss com- 

pany) is a trading company which is owned by a 
consortium and which is not a subsidiary of any 
company, and the claimant company is a member of 
the consortium; 

(5) where the surrendering company is a trading com- 

pany: ; 
(i) which is a до per cent subsidiary of a holding 
company which is owned by a consortium, and 


(ii) which is not a subsidiary of a company other than 
the holding company 

and the claimant company is a member of the 

consortium; 


(c) where the surrendering company is a holding com- 
pany which is owned by a consortium and which is 
not a subsidiary of any holding company and the 
claimant company is a member of the consortium. 


Another sub-clause makes it clear that two or more 
members of a consortium may make a claim in respect 
of the same surrendering company owned by the con- 
sortium although, of course, the amount surrendered 
is then apportioned between the various claimants. 

What is mainly in mind here is the situation where 
several companies at arm’s. length agree to carry out 
a joint project through the medium of a company 
which they set up for that purpose. In some cases it 
is found convenient that the latter company should 
be practically wholly owned by a holding company, 
which in turn is owned by the consortium. 
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Іп the early years of the project losses may be in- 
curred, and in the normal course these would be 
carried forward and, assuming that the project did 
eventually become sufficiently profitable, the losses 
would then be allowed for. The project may, 
however, prove a failure and in any case the carry 
forward of losses means a deferment of relief for a 
present loss. Under the new provisions, the loss 
company can surrender its loss to the members of the 
consortium in the appropriate proportions, so that 
they can obtain tax relief right away. 

‘Holding company’ is defined as a company whose 
business is the holding of shares or securities of com- 
panies which are its 90 per cent subsidiaries and are 
trading companies. The latter are defined as companies 
whose business consists mainly of the carrying on of a 
trade or trades. Company A is deemed to Le a go per 
cent subsidiary of company B, if company B owns 
directly at least go per cent of the ordinary share 
capital of company A. 

A company is ‘owned’ by a consortium if all its 
ordinary share capital is directly owned between them 
by five or fewer companies. The share of a member of 
a consortium is determined by the amount of the 
ordinary share capital it owns. If this amcunt varies 
during a particular accounting period, an average is 
taken for that period. 

It will be seen that group relief for consortia goes 
only one way; the members can claim a share of the 
loss of the wholly-owned company but the wholly- 
owned company cannot claim any of the “oss of the 
members of the consortium. Moreover, all the members 
of the consortium lose their claim if a single share of 
the owned company belongs to an individual or to a 
cornpany which is not resident in the United Kingdom 
at the time, or to a British resident company if that 
company brings the number of owners of the ordinary 
shzre capital above the maximum of five. If the shares 
owned by a member of the consortium constitute, 
broadly speaking, trading stock in its hands, then it 
cannot have the group relief. 

It was part of the original group relief provisions of 
the ВШ that the group relationship should have per- 
sisted throughout the relevant accounting period. 
This meant, for instance, that if a holding company 
on the last day of the accounting period entered into a 
birding contract to sell some of its shares in the 
subsidiary, that could forfeit the whole of the group 
relief for that period. ‘This general principle is pre- 
served in Schedule то in a form which extends to 
consortia. But another new paragraph in Schedule то 
provides for partial relief where the basic requirement 
is not satisfied. The paragraph deals in detzil with the 
ordinary case of a company becoming, or ceasing to be, 
а member of a group in the ordinary sense. Then by 
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‘sub-paragraph (4) it disposes of the same problem 
in the case of a consortium by simply providing that the 
same principles shall apply ‘with the necessary 
modifications’. 

These provisions are long and complicated. They 
were summarized in the House by the СНІЕЕ SECRETARY 
in deceptively simple terms. He said they deal with the 
structure where companies join and leave a group or 
consortium and with the problem of how to calculate 
their liability and any reliefs which may be due when 
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all are not members of the jointly-owned company, for 
the whole of the relevant accounting period. The 
method of providing relief was on a time basis, and 
would save companies the trouble of producing ad hoc 
accounts. Ás we said at the beginning, members of 
a consortium will normally be at arm's length from 
each other. There is a provision that none of them can 
take a surrender of clause 20 relief from the jointly- 
owned company without the agreement of all the other 
members. 





Current 
| Affairs 





Scottish Institute's Exam Results 


qu were 371 candidates for Part V of the 
examinations of The Institute of Chartered 
Accountants of Scotland held last May of whom 178 
(48 per cent) passed. 

The Institute’s Gold Medal as well as The Canadian 
Prize was awarded jointly to Mr J. Baillie, of Glasgow, 
and Mr 1. С. McLeish, of Edinburgh. The Institute’s 
Prize for the two candidates whose performance in 
Part V was the most meritorious was won. by Mr Baillie 
and Mr A. R. Buck, of Edinburgh. Mr Buck also won 
The J. C. Burleigh Prize. 

The John Munn Ross Prize for the candidate whose 
performance in Paper I of Part V was the most meri- 
torious was awarded to Miss A. M. Armstrong, of 
Glasgow. She also won The Guthrie Prize for the 
successful woman candidate whose performance in 
Part V was the most (and sufficiently) meritorious. The 
J. C. Burleigh Prize for the successful London can- 
didate whose performance in Part V was the most (and 
sufficiently) meritorious was won by Mr D. L. Spence 
and The С. J. Weir Prize for the successful Aberdeen 
candidate whose performance in Part V was the most 
(and sufficiently) meritorious was awarded to Mr J. S. 
Black. 

A list of the successful candidates in Part V appears 
on other pages of this issue. 


Moderation for Incomes 2 


HE period of ‘severe restraint’ which followed the 

‘standstill’ is now succeeded by a period of ‘modera- 
tion’ in respect of wage claims. Just how far the 
Government’s views on moderation and those of the 
trade unions will coincide remains to be seen. Already 
some six and a half million workers are expecting pay 
increases this month, and it cannot be long before others 
follow. While the awards vary from industry to industry, 
they are around the 6 per cent figure which Government 
spokesmen have conceded is likely to be the norm. 

Quite apart, however, from the pay increases which 
have already been agreed, the Government must be 
seriously concerned about the effects on wage claims 
which will be engendered by the widespread expecta- 
tion among industrialists that prices will be raised. 
The problem is intensified because industry will not 
only wish to absorb the latest round of wage increases 
but also make up ground lost during the past year of 
freeze and restraint. 

These facts constitute a somewhat inauspicious 
background to the prospect for the next half year 
within the United Kingdom economy. The latest 
С.В.І. industrial trends survey, based on industrialists’ 
views and intentions for the next four months, suggests 
that the economy is beginning to reflate slightly. 
Respondent companies are concerned over the con- 
tinuing pressure on their profit margins but this prob- 
lem may be met by raising prices in the near future. 
The basic issue is whether in the light of all the cir- 
cumstances, i.e. the uncertainty regarding future wage 
trends, the recent downturn in exports and the con- 
tinuing growth of imports, the U.K. economy is in 
any condition to allow a significant measure of reflation 
which would be sufficient to reduce substantially the 
level of unemployment. | 

The latest O.E.C.D. review entitled Economic Out- 
look 1967, should make the Government pause for 
thought. It notes that over the past two years the U.K. 
economy has benefited from a rapid expansion in the 


volume of world trade. At the same time Britain's 


balance of payments was favoured by an improvement 
in terms of trade. It is unlikely, in the opinion of the 
O.E.C.D. review, that such good fortune will continue. 
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Overseas Investment 


-NE of the most controversial of all the measures 

introduced by the Chancellor of the Exchequer 
in 1965 was the restriction on overseas investment by 
U.K. companies and individuals. While its effects 
were examined in the C.B.I. commissioned Reddaway 
Report at the end of March, last week’s issue of the 
Board of Trade Journal produced the fruits of some 
recent research on the subject. At the same time, it 
must be stressed that the Board's figures need to be 
interpreted with caution, for capital movernents and 
flows of investment income have always been a weak 
section of the official external payments statistics. 

However, the estimates suggest that net outward 
investment, while marginally lower in 1966 than in 
1965, is more than matched by the fall in profits re- 
mitted to the U.K. Inward investment has risen — 
as the note on ‘American Investment in Britain’ in these 
columns last week indicated — the Journal commenting 
that ‘the large increase in other investment resulted 
partly from sizeable acquisitions of British by United 
States companies’. On the other hand earnings on such 
investment were lower — in large part because 1966 
was a poor year for the motor companies. 

Outward direct investment, which averaged £228 
million over the years 1961-63 and rose to a record 
£316 million in 1965, levelled off in 1966 at an esti- 
mated £314 million. This change in the trend, com- 
ments the Journal, ‘no doubt results from the measures 
taken in 1965 and 1966 to restrain the outflow of 
capital’. Of this total direct investment overseas, 60 
per cent went to the overseas sterling area and the 
balance to non-sterling countries — much the same 
as in previous years. 

Of the receiving countries, Australia continued to 
be the largest single recipient, accounting in 1965 for 
18 per cent of the total outflow. The increase in direct 
investment in South Africa ‘has been quite remarkable’ : 
in the period 1963-65 ‘the outflow was two and a half 
times that of the previous three years’. Over the same 
periods there has been a sharp increase in earnings 
from such sterling area investment, unlike the stability 
in earnings from investments in Europe. 


Social Service Costs 


|“ the financial year 1965-67 central government 
expenditure on the social services, including housing 
and education, will total over £4,400 million. To this 
must be added a further £2,700 million spent by local 
authorities and public corporations in the same year. 
It has become increasingly evident that this expendi- 
ture can only be met without higher taxation if the 
gross national product is rising. In fact, the G.N.P. is 
virtually static and the Government is already com- 
mitted to substantial increases in education, housing 
and welfare expenditure for the next few years. In 
money terms alone, social services expenditure has 
more than doubled in the last ten years. There is no 
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reason for believing that the rate of growth during the 
next quinquennium will be any slower. 

It is in the light of such facts that the new Occasional 
Paper from the Institute of Economic Affairs, entitled 
Paying for the Social Services, merits particular atten- 
tior. The author of the paper is none other than Mr 
Douglas Houghton, с.Н., M.P., who, until early this 
yea-, was the Minister responsible for the co-ordina- 
tior. of social policy. 

The paper derives from an address delivered to a 
conference of The Institute of Municipal Treasurers 
and Accountants held in Harrogate earlier this year 
(reported in The Accountant of April 29th). In it, Mr 
Houghton, after reviewing the development of the 
Welfare State based on universal benefits, considers the 
сазе for selective benefits. He rejects the view that 
charges for the National Health Service would not 
increase the size of the public health sector. Improved 
State services would, in his opinion, reduce the demand 
which is currently growing for independent medical 
care. Mr Houghton is not concerned to state his own 
position so much as to prompt intelligent discussion 
by setting out the facts and offering a number of alter- 
natives. For this reason the paper deserves a wide 
readership. 


Banking Developments in Ireland 


PENING the new premises of the First National 

City Bank of New York in Dublin on Thursday of 
last week, the Minister for Finance, Mr C. J. Haughey, 
F.C.4., referred to the need for changes іп the field of 
Irish banking. 

The British Prices and Incomes Board's recent report 
on Dank charges had given momentum to current 
discussions and its recommendations were being 
care-ully considered by Irish banks. In addition to their 
trad-tional function of providing short-term finance, the 
banks should be providing a much wider range of 
services in keeping with the requirements of modern 
incustry, agriculture and commerce, said the Minister. 
They should benefit from the experience of their 
American counterparts who provided facilities for 
purchasing and leasing of expensive industrial 
equioment, long-term financing of business and 
residential properties, and ‘term loans’ direct to their 
customers. 

Fectoring was a service which also might be provided 
to help exporters, said Mr Haughey. A factor was 
someone who for a fee would check the credit- 
wortainess of foreign buyers, take over the sales ledger 
of a manufacturer, buy the title to his goods as they 
left the production line, cover him against the risk of 
bad debts, and finally collect the debts from the even- 
tual Suyers. 

The large increase in recent years in the number and 
type of companies accepting deposits from the public 
had drawn attention to the fact that Irish law permitted 
considerably greater freedom of entry into the business 
of banking than was customary in other countries. He 
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proposed — as he had announced in his Budget state- 
ment earlier in the year — to introduce legislation to 
control, through the Central Bank, the establishment 
of banking and finance companies and to keep their 
operations under review. 

The First National, it was disclosed, proposed to 
introduce their negotiable certificates of deposit in 
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Ireland. These are negotiable documents which the 
holder, having deposited his money for a one- to six- 
month period at a fixed rate, could discount before 
maturity in a secondary market; for Irish holders this 
must be London. These certificates were related to the 
Euro-Dollar market, so this move brought Ireland 
within the market's international network. 





TIME AND EMOTION STUDIES -II 


Getting a Shotgun 
Licence 


by A PROVINCIAL PRACTITIONER 


ONTRARY to the general impression one gets from 

readingcurrent newspapers, wein Britain are a law-abid- 
ing people —at any rate the majority of us are—and І rate my- 
self as one of these. The idea of possessing firearms terrifies 
me. So this is something until recently I have studiously 
avoided — like taking sleeping pills or walking on to railway 
platforms without a ticket. However, owing to the destruc- 
‚ tion wrought in my garden by rabbits, wood-pigeons and 
grey squirrels, I have been forced to change my ideas and to 
overcome my natural reluctance to being the owner of one 
of these lethal weapons. 

A few yards from my office is a gunsmith’s shop, with 
a window full of the most frightening armoury. I pass it 
almost every day and once I had resolved to wage war on 
the vermin, I took more than a passing interest in the goods 
displayed for sale. There were double-barrelled hand- 
made guns to be had for the price of a good second-hand 
саг - rows of them. There were cunningly constructed 
pieces that folded up into almost nothing, which I imagined 
could only be used by poachers and inky schoolboys. There 
were great bandoliers bristling with 12-bore cartridges, air 
pistols, clay pigeons, and all manner of other sporting 
accessories. . 

At last, after many furtive but unsuccessful attempts, I 
plucked up my courage and entered the shop — feeling very 
much like a criminal on the run — and explained my require- 
ments. Í felt sure that the shop assistant was taping our 
conversation, getting my portrait with a concealed camera, 
and marking down the spots where I had left my finger- 
prints on his showcases and counter. 

I explained my wants and without any fuss, in no time at 
all, I exchanged a few pounds for the ownership of a second- 
hand single-barrelled 12-bore gun and a box of cartridges. 

‘Well,’ I asked, ‘What do I do about a permit? 

‘Oh no trouble at all, sir — you just buy one at the Post 
Office.’ | 

So I tucked my gun under my arm and wandered up the 
road to the G.P.O., doing my unsuccessful best to conceal 
the identity of the weapon from the old-age pensioners and 
others who were queueing up at the counter to draw their 
allowances. Frankly, I was terribly disappointed with the 


official nonchalance; the Post Office clerk didn’t even want 
to see the thing, and no one turned a hair about what 
seemed to me to have all the makings of a sensational hold- 
up. He merely issued me with a scrap of paper costing тос 
and dismissed me with the casual observation — 


“This expires on July 31st.’ (It was already July 22nd D. 

*But doesn't this last for a year?' I asked. 

‘Oh yes — if you buy it on August rst.’ 

‘So ГІІ have to get another in less than a fortnight?’ 

“Yes? 

‘Can’t I buy one for the year starting on August rst, and 
save myself another visit?’ 

‘No.’ 

“Why not? 


Wee can’t issue them in advance.’ 


This seemed final and as the queue gathering behind me 
was becoming somewhat restive, I retreated with a very 
red face to try my luck against the rabbits. 

July 31st was a Sunday and the following day — August 
15; — was a Bank Holiday (this was before they started 
messing about with the calendar) and for the next few 
days I was going to be away cn holiday. Still, ar.xious not to 
be a transgressor, and having read all those instructions 
about what to do before going away, I made ancther visit to 
the Post Office on Saturday July 30th, and asked to renew 
my gun licence — this time with great confidence borne of a 
sense of righteousness. The Post Office was very busy in- 
deed and I was bustled out with another piece of paper and 
only when I got outside into the street did I notice that 
this expired on the following day! 

Now І am not one to take advantage of personal friend- 
ships in business matters, but this was too much, One of 
the senior staff at this particular Post Office had served with 
me in the Territorials - we had shared the same slit trench – 
so I took the coward’s way out. I went into a call box outside 
the Post Office and asked to be put through to him and ех- 
plained my problem. Well, it is a good thing, as they say, 
to have a friend at Court. He disposed of my problem like a 
charm — 


‘There is absolutely nothing in tic рейн which 
prevents you from buying or renewing a licence in ad- 
vance – if you will come back again I will see that every- 
thing is put right.’ 


Of course, the maddening thing about the whole business 
is that from that day to this I have not shot and killed a 
single pigeon, rabbit, squirrel or any other kind of vermin. 
But the aura of respectability about being the lezal owner of 
a gun which I can fire almost at will without breaking the 
law, is terrific. Mind you, I wouldn’t dream of having a pot 
at а stray pheasant - not being in possession d a game 
licence. 
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Accountancy and the Onslaught of 
Case Law in North America 


by KENNETH F. BYRD, МА,, B.Sc.(Econ.), F.C.A., C.A.(Canada) 
Professor of Accountancy; Chairman, Department of Accountancy, McGill University, Montreal 


GRADUATING commerce student in a recent 

university exzmination wrote: ‘The auditor’s care 
must be that of the reasonable man not possessing any 
particular skills.’ We all know what he meant, no doubt, 
but some of the plaintiffs in today’s North American 
lawsuits might seem to take him literally. 

At present in the United States, according to The 
Wall Street Journal of November 15th, 1966, some 
hundred lawsuits are pending against firms of certified 
public accountants. Strong criticism of financial 
reporting comes from the Securities and Exchange 
Commission through the public utterances of its 
chairman, Mr Manuel Cohen, and in the Courts in- 
vestors and creditors are pressing vast claims against 
auditors who are supposed to have failed in their 
duty as watchdogs. 

In the same article from The Wall Street Journal 
the senior partner of one large accounting firm is 
quoted as saying; ‘Prior to 1965 we faced no suits in- 
volving major companies whose reports we audited.’ 
Yet the firm is now said to have twenty-eight suits filed 
against it, claiming compensation for damages of over 
$20 million and involving ‘hundreds of thousands’ a 
year on legal fees. 


No case Jaw tradition in North America 


In Britain, as is well known to any accountancy 
student, case law has long been recognized by tradition 
as an essential part of education for the profession. In 
North America there has been no such tradition. Not 
for the North American student in training the many 
hours of poring over cases — page after page, large print 
and small print, in Spicer and Pegler or Dicksee — that 
the British student has accepted as normal for well over 
half a century. This is true in spite of all that McKesson 
and Robbins — not a legal case but a one-in-a-million 
spectacular fraud — did to change auditing practice 
throughout North America since 1938. Nor has there 
been any dearth of legal cases over the long period of 
ears. 
й In an article by Mr Robert Metz in Фе New York 
Times of November 20th, 1966, Mr Manuel Cohen, 
the S.E.C. chairman, is quoted as saying: 'Our 


investigations often leave us with the feeling that each 
generation of auditors learns only by its own sad ex- 
periences rather than from earlier cases’. 

The truth probably is that though the legal existence 
of some professional accountancy bodies in North 
America may have been quite as long as in Great 
Britain — The Institute of Chartered Accountants of 
Quebec, for example, was founded in 1880 — the real 
tradition of professional ethics is much younger on the 
western side of the North Atlantic. However, all the 
accounting bodies have their rules of professional ethics, 
and today these are under close scrutiny for adaptation 
to the changing times. The great concern of the pro- 
fession in North America today is to strengthen the 
acceptance and practice of true professionalism by each 
individual member, to diminish the time spent on the 
routine of so-called ‘write-ups’, and develop the watch- 
dog and advisory capacities involving all the expert 
skills of the profession. 


Signs of change 


For a decade or more there have been signs of change. 
In 1954 The American Institute of Certified Public 
Accountants published an excellent pioneer book, 
Accountants’ Legal Responsibility, by Saul Levy, chair- 
man of a special committee set up by the Institute to 
study the question of legal liability. This was probably 
the first publication suitable for study of the subject 
within the universities or other institutions entrusted 
with training students for the profession. It has for 
some years been out of print, which may indicate that 
it has not been widely adopted either as a textbook or 
for the guidance of practitioners for whom it was no 
doubt intended. 

Much more recently, in 1966, The Canadian Institute 
of Chartered Accountants has published Accountants 
and the Law of Negligence, by R. W. V. Dickerson. It 
has for a year been successfully used as a textbook for 
advanced students by McGill University but there has 
apparently, in its first year, been a disappointing re- 
sponse to the opportunities it offers for the education 
of accounting students. Students may find it difficult to 
study case law without guidance, but a good lecturer 
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can easily stimulate them by showing how а great 
profession grows and matures as it learns from the 
lessons of the Law Courts. The response of students is 
immediate and it is thus that they learn from the be- 
ginning the essential truth of the value of professional 
ethics. . 


Legal landmarks to growth 


A truly dynamic and live profession cannot be guided 
by a codified set of rules. It needs landmarks to chart 
out the course it has been following and ensure that the 
course ahead is always one of progress. Outstanding 
legal cases - Rex v. Kylsant, for example, as all British 
accountants are well aware — may thus be of inestimable 
value to the accountancy profession. North America 
has traditionally based its professional standards on 
‘general acceptance’, a requirement which would seem 
to rule out those experimental innovations which may 
be – indeed, some of which are bound to be – harbingers 
of a new age. 

The accountant knows only too well, when charged 
by his principal with negligence, that his best defence is 
to show that his own practice has been in line with that 
of the whole profession, outdated though it may be. 
There could be no better example of this than The 
Royal Mail Steam Packet case (Rex v. Kylsant), which 
must have done as much, in the early 1930s, to advance 
auditing practice in Great Britain as McKesson and 
Robbins has done in North America, since the end of 
that decade. In the Royal Mail Steam Packet case it 
was a question of revealing the use of secret reserves 
to hide current operating losses; in McKesson and 
Robbins it was verification of inventories and accounts 
receivable. 'ТҺе landmarks are there for all professional 
accountants and all accountant students in training 
to see. 

The point is that the proof of conformity with what 
was 'generally accepted' only exonerated the auditors at 
the time that the unsatisfactory situation was publicly 
revealed. After that, professional practice simply had to 
advance; for auditors would have no second chance 
after the warning had been given. The true dilemma of 
the accountancy profession is how to give 'fair play' 
to what is not generally accepted, but what is truly in 

- line with the needs of changing times. 


Seeking the causes of the onslaught 


What are the particular circumstances which would 
seem to account for the rising tide of legal cases 


against North American accountants in the last two or ' 


three years? In an article, ‘Embattled C.P.A.s', in 
The Wall Street Journal of May 24th, 1965, Mr Lee 
Silberman wrote that The American Institute of 
Certified Public Accountants had recently appointed a 
special committee on accountants’ liability to investi- 
gate the reasons for the rise in lawsuits and make 
recommendations for dealing with the problem. Mr 
T. D. Flynn, the President, was reported as having 
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stated that the committee would establish whether or 
not the public generally misunderstood the accountant’s 
role in society. He believed, apparently, that the C.P.A. 
was expected ‘to play the role of an all-wise and all- 
knowing Solomon . . .. In addition to the due care 
expected of the professional man in Britain, Mr Flynn. 
was quoted as saying: ‘In this country, оп the other 
hand, the C.P.A. is expected to go much further — to 
make judgements that at times can be as conclusive as 
an umpire calling a runner out at home plate.’ 

Well it is certainly true that, even in the textbooks, 
emphasis on the auditor's main role. is not the dis- 
covery of fraud but the giving of an expert opinion on 
the fairness of the financial position reflected in 
financial statements, seems to be áccépted as a com- 
paratively recent development i in North America. Also, 
while for thirty years the profession in North America 
has carefully worded the opinion paragraph of the 
auditor's report on the financial statements, before that 
time it seems to have been possible to omit any such 
opinion, so that the auditor's certificate then amounted 
to a guarantee. 'T'his fact is evidence of the comparative 
youthfulness of the profession in North America. 


Misapprehension of bankers 


There can be no doubt that in spite of all the efforts of 
the profession to clarify the position, bankers still fail 
to accept the limitations which the profession would 
place on the accountant's responsibility. Thus, a report 
in the New York Times of February 2nd, 1966, of an 
address by Mr J. Howard Laeri, vice- -chairman of the 
First National City Bank and also of the American 
Bankers’ Association, drew an editorial from The 
Journal of Accountancy of March 1966. 

Mr Laeri challenged the value of the *generally 
accepted accounting principles! phrase, the cornerstone 
of the accountant’s certificate, stating that it had ‘almost 
reached the status of a cliché’. He said: ‘We bankers 
are going to have to face the fact that the audit is not the 
guarantee of the worthiness of a loan'. Nevertheless, he 
urged that bankers needed confidence 'that auditing 
procedures are correct for a particular situation, that 
there are adequate controls in effect for the day-to-day 
operation of a business, and that there are adequate 
disclosures of departures from an understandable, 
generally accepted norm’. The trouble is, he said, that 
the accounting profession itself ‘cannot say precisely — 
or perhaps even approximately — what those “‘generally 
accepted principles" are’. 

The editorial of the Journal commented that 
apparently bankers ‘do not pay much attention to 
developments in the accounting world until something 
goes wrong’. It emphasized the apparent failure to 


realize that auditors are now required to call attention 


to changes in a company’s accounting principles as 
between one year and the next, and to state their effects 
on the financial statements. However, it concluded that 
the important thing is the fact of the misunderstanding, 
that it should be thought by a banker of such stature 
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that accounting and auditing are as undisciplined as he 
seems to think they are. 


Division within the profession 


The misunderstandings which have led to the present 
spate of cases are reflected by division within the 
accountancy prcfession itself. One of the most out- 
spoken critics from within of the profession’s standards 
is Mr Leonard Spacek, c.p.a., chairman of Messrs 
Arthur Andersen & Company, one of the largest 
of the ‘big eight’ firms of national professional accoun- 
tants in the United States. The Journal of Accountancy 
of November 1964, reports him as accusing the pro- 
fession, in an address to security analysts, of permitting 
‘double standard accounting which is nothing less than 
double dealing to the investor’. Another well-known 
certified public accountant who openly expresses his 
criticism is Mr J. S. Seidman, a Past President of the 
American Institute. 

Mr Seidman would have auditors selected and their 
fees fixed by a committee of stockholders, according to 
The Wall Street Journal of November 15th, 1966, for 
though legally they are elected by stockholders they are 
in fact picked by management for election. Also he 
would have the Institute determine one ‘preferred’ 
method for any particular accounting treatment, and 
would require any departure therefrom to be clearly 
stated in the auditor’s certificate. He suggests that 
firms auditing company accounts should be rotated at 
fixed intervals — an idea which was unanimously re- 
jected by the Institute’s executive board. 

As to Mr Seidman’s recommendation of the com- 
mittee of stockholders, it may be added that the report 
on the Securities and Exchange Commission’s investi- 
gation of the McKesson and Robbins fraud, in December 
1940, proposed. establishment of a committee to be 
selected from non-officer members of the board of 
directors, to make all company or management поті- 
nations of auditors and arrange the details of their 
engagement. It ‘also suggested that auditors be re- 
quired to attend stockholders’ meetings at which their 
report is to be presented. There is clearly nothing new 
in the wish to avcid any restriction of the independence 
of auditors by the management. 


Wide range of 'депега! acceptance’ 


It is quite certain that there are many areas of account- 
ing in which large public corcerns in similar lines of 


business can consistently conform with different’ 


accepted accounting principles, thus publishing finan- 
cial statements which are misleading for comparative 
purposes. The areas of divergence are well known: 
valuation of inventories at first-in first-out cost, or on a 
last-in first-out basis (the latter very general in the 
United States through its acceptance for income tax 
and its elimination of inflation profits); different 
methods of depreciation; deferment of income tax 
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зауе 3 through generous capital cost allowances; vary- 
ing treatment of research costs, dry wells, amortization 
of goodwill, and pension costs; alternative accounting 
for zmalgamations by the traditional method based on 
acquisition, or by the modern ‘pooling of interests’ 
method. The opportunities for profit increase or de- 
crease resulting from such alternative accepted methods 
may well be irresistible for managements. 

Тае kind of shift in accounting methods which 
tends to increase the public unrest is that reported by 
Mr Lee Berton in The Wall Street Journal of November 
15th. 1966, in the case of Chock Full о” Nuts Corpora- 
tion of New York. In each of 1961, 1962 and 1963, Mr 
Berton states that this company consistently deferred 
the portion of advertising and promotion costs appli- 
cable to the development of new products, while 
earnings grew steadily to 68 cents per share. In 1964, 
however, a deliberate change was made by which a 
large part of the deferred cost was carried back to pre- 
vious years on the grounds that it applied to products 
now discontinued. Аз a result the 1964 earnings were 
shown as 62 cents per share, compared with a restated 
60 cents for 1963. 

Professor Michael Schiff, chairman of the accounting 
department of New York University's School of 
Business, was quoted as saying that the increase was an 
illusion. On the former basis of advertising cost defer- 
ment the 1964 profits would have been 45 cents per 
Share as against the 68 cents of 1963, and this would 
have been the first decline in the company's history. 
Professor Schiff’s reported comment was that ‘it is 
difficult to avoid the conclusion that a concerted effort 
on «ле part of management was made to examine 
various accounting methods and select the one which 
makes for happy, though confused, stockholders’. The 
company’s vice-president is reported as having satisfied 
the S.E.C. and the independent auditors and announced 
that in future the company’s accounting would be 
*ultrz-conservative in expensing product introduction 
costs immediately'. 


Accountants' liability insurance 


One factor which seems to be playing an increasingly 
large part in bringing the accounting profession before 
the Courts is the hope that insurers can be made to pay 
for losses suffered by those who bring the charges. An 
editorial in The Journal of Accountancy for September 
1965, entitled "The spectre of auditors’ liability’, 
blames the hopes of banks and other financial institu- 
tions that accounting firms can be made a source of 
salvaze for losses from unpaid loans or extended credit. 
It points out that it is an illusion to think that accoun- 
tants’ liability insurance can take care of the problem. 
For the cost of insurance includes the often high cost 
of successful defence against unjust claims, the pre- 
miums rising higher as the lawsuits increase. 'T'he cost 
has ultimately to be paid from auditors' fees so that it 
is indirectly a levy on the business community and 
coulc ultimately become prohibitive. 
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Mr Lee Berton stated, in The Wall Street Journal of 
November 15th, 1966, that of fifteen insurers who 
wrote coverage freely for professional accounting firms 
a year before, six now handled it only as an ‘accommoda- 
tion’ for big accounts, or ‘in a limited manner’, Also, 
Insurance Company of North America, Philadelphia, 
had only one such policy in force in its New York 
office, where five years earlier it had a hundred. 
Evaluation of the sources and limits of insurance 
coverage, the nature and source of claims and the 
amount to be carried is being studied by the American 
Institute’s Committee on Accountants’ Legal Liability. 


Auditors’ liability to third parties 


It is to be noted that the cases brought by banks and 
financial institutions are third party cases. If fraud can 
be proved the question of privity of contract and the 
‘duty of care’ of an agent to his principal does not arise, 
but where the case is a civil claim of damages resulting 
from negligence, there are other considerations. 

A great deal of interest was aroused in North America 
by the case of Hedley Byrne v. Heller and Partners, 
1963. Here, the House of Lords unanimously held, con- 
trary to the late nineteenth-century case of Le Lievre v. 
Gould and succeeding cases down to Candler v. Crane 
Christmas & Co, 1951 (the dissenting minority judg- 
ment of Lord Denning was a straw in the wind), that 
without any breach of contract, fraud or fiduciary 
relationship, a duty of care may arise where negligent 
statements result in financial loss: 


‘If, in the ordinary course of business or professional 
affairs, a person seeks information or advice from another, 
who is not under contractual or fiduciary obligation to 
give the information or advice, in circumstances in which 
a reasonable man so asked would know that he was being 
trusted, or that his skill or judgement was being relied on, 
and the person asked chooses to give the information or 
advice without clearly so qualifying his answer as to show 
that he does not accept responsibility, then the person 
replying accepts a legal duty to exercise such care as the 
circumstances require in making his reply.’ 


The United States had had its share of undetermined 
cases on this particular question of third party liability 
– Uliramares Corporation v. Touche Niven & Co, 1931, 
State Street Trust Co v. Ernst, 1938, and G.I.T. 
Financial Corporation v. Glover, 1955, though the 
latter, given in favour of the accountant, seemed to 
indicate that clear evidence of the accountant’s know- 
ledge that his certificate is required primarily for the 
benefit of a particular third party may make the 
accountant liable for simple negligence (contrary to 
Candler v. Crane Christmas Ф Co in Great Britain four 
years earlier). 

The Hedley Byrne decision has not yet been put to 
the test in North American Courts, though there are 
cases pending which might well test it. At any rate, the 
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C.1.T. Financial dictum and the Hedley Byrne decision 
do not seem far apart. In the Financial Executive for 
June 1966, Mr Robert М. Trueblood, c.P.a., 
President of the American Institute, was reported as 
advising use of a disclaimer on accounting reports fur- 
nished to third parties, stating that responsibility is 
solely to the client.who commissioned the report. Also 
the firm of Peat, Marwick, Mitchell & Co is said to re- 
quire companies for which it performs audits to make a 
covering statement that such examination of accounting 
records ‘would not necessarily disclose irregularities, 
should any exist’. A senior partner is said to have 
suggested that the extensive publicity given to cases 
pending against the firm stimulates other parties to 
press claims. : 


Otis, McA/lister & Co 


A case of third party liability was brought against 
Messrs Peat, Marwick, Mitchell & Co, in June 1965, 
by four banks, including Bank of America of San 
Francisco and Chase Manhattan of New York. The 
charges, as reported in the New York Herald Tribune, 
of November 11th, 1965, are that loans were advanced 
to Otis, McAllister & Co, coffee importers, on the 
strength of false and misleading financial statements; 
also that repayment of the loans was not made from the 
proceeds of sales of the specific lots of coffee financed, 
but from proceeds of collateral pledged to another 
lender. The accountants should have been aware of 
this, say the banks, but failed to give any warning in 
their financial reports. The accountants say that the 
banks had reason to know what was happening, but 
took no action. А spokesman for the firm was reported 
by the journal as stating that the banks offered to 
settle for about $1:3 million, but the insurers 'pre- 
ferred to have the matter litigated on its merits'. The 
total sums claimed exceed $6 million. 

A complicating factor of the case is that Messrs 


Peat, Marwick, Mitchell & Co were at the same time 
auditors of Chase Manhattan who, they say, appointed 
them for the specific purpose of reporting on the use of 
the borrowed funds. 

They resisted firmly any pressure of the bank for in- 
formation zs to whether they considered the borrowers' 
position to be unsound, on the grounds of privileged 
client relationship. Situations such as this naturally lead 
to the question of what would be the position if the in- 
dependent accounting firm also provided the manage- 
ment consultants who investigate the ‘privileged 
client’. This is the ethically complicated kind of 
development which faces large accounting firms in the 
future, as their activities become more and more ex- 
tensive and many-sided. 


The Douglas Aircraft Co 


In The Wall Street Journal of October 24th, 1966, a 
long account of the financial troubles of the Douglas 
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Aircraft Co refers to a $75 million debenture offering 
of June 1966, when the prospectus showed a big first 
quarter earnings gain, although the five-month profit was 
down. After June it appeared that the decline in earn- 
ings had become a $4 million loss in the second quarter 
compared with a like profit a year earlier, net profits for 
the six months being only $645,000 as against $14 
million a year before. Some of the purchasers of the 
debenture issue, sceptical as to the company’s expressed 
ignorance of the true position before June, filed suit 
against the company and its underwriters and also 
against its auditors, Messrs Ernst & Ernst, another of 
the ‘big eight’ national firms. The charge i is failure to 
disclose the true facts. 

Here again is ап. attempt by third parties to recover 
through embracing the auditors in the wide sweep of 
charges in the hope of benefiting from insurance. 


Civil negligence charges by stockholders 
Yale Express System Inc. 


By far the biggest pending case brought by stock- 
holders against the auditors is the Yale Express case. 
Fortune, of November 1965, had a lengthy article on 
this case by Mr Richard J. Whalen. Late in 1964 this 
great trucking concern, Yale Express System Inc, re- 
ported nine months’ earnings of $904,000. In March 
1965, however, the company reported that the interim 
report on profits was incorrect ‘in the light of errors 
discovered in the 1964 accounts’. A loss of $3,300,000 
was estimated for the year, instead of what had been 
forecast as a profit of as high as $1,800,000. Then it 
was disclosed that a $1,140,000 profit in the 1963 
financial statements, audited by Messrs Peat, Marwick, 
Mitchell & Co, should have been a loss of $1,200,000, 
and this was again later revised as $1,880,000. 

It appeared that internal controls had completely 
failed. The company had expanded from what amount- 
ed to a cash basis, discarding multi-carbon forms and 
introducing the latest developments of electronic data 
processing. But the discarded records were later badly 
needed to substantiate ageing claims against customers. 
Yale Express had merged with Republic Carloading & 
Distributing Co, a leading freight forwarding com- 
pany, but the two never worked well together and inter- 
company accounting was faulty. The auditors stated 
that they had warned against Yale’s intention of 
adopting for Republic the fast cut-off used by itself in- 
stead of normal accrual accounting. But the change was 
made in 1964, and $575,000 was transferred into pro- 
fits by reversing a Republic reserve for refunds of 
customers' overpayments. Ал error of $750,000, in the 
same direction, was made through omission of a reserve 
for interline payments, the result being an overstate- 
rent of 1963 income, before tax, by $1,325,000. 

'The president, suspecting fraud, asked for a special 
investigation by the auditors. The auditors em- 
phasized ‘that the auditor's present function does not 
embrace ensuring anyone against fraud or the con- 
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sequences of bad judgement’. They were quoted: as be- 
lieving that ‘Yale and Republic ‘were handling the 
sam» freight over and over', huge piles of misdirected 
and lost freight accumulating, while Yale’s claim ratio 
rose from a normal 1 per cent of revenues to 3 per cent. 
Yale even hired a force of college accounting students, 
under the auditors' direction, to reconstruct every 
tranaaction of 1964 and any 1963 payables not previously 
detected. From mid-August 1964, Yale had, in effect, 
parallel accounting operations — опе carried on by its 
employees in the day, on the basis of which the president 
declared the regular dividend and announced earnings 
of £904,000, and the other revealed by the night 
investigation. 

Here, again, the auditors are included, by the stock- 
holders' suits, with officers and directors of Yale 
Express and also the underwriters. The auditors are 
reported to have felt that the confidential relationship 
with the client prevented them from making any of 
their misgivings known to the New York Stock Ex- 
charge or the creditors. 


San Francisco National Bank 


A former director of the San Francisco National Bank, 
which failed early in 1965, accused the bank's auditors, 
Messrs Peat, Marwick, Mitchell & Co, of not advising 
the directors as to the bank's precarious financial 
position. The Wall Street Journal of September 29th, 
1966, reported that fourteen other former directors 
were being sued by the Federal Deposit Insurance 
Corporation, which estimated its damages as deposit 
insurer.at $10 million and as receiver of the bank's 
assets at $30 million. The auditors were accused of 
having ‘negligently failed to reveal the acts, errors, and 
omissions and unlawful transactions in the affairs of 
the bank of which the directors were legally required to 
be aware’. While ‘unsatisfactory internal controls’ were 
repo-ted, at the same time the auditors were said to have 
stated that the ‘bank’s records, generally, are in satis- 
factory condition’. The auditors were charged with 
having ‘stated those facts without reasonable ground 
for kelief in their truth, thereby consciously misrepre- 
senting such material facts and perpetrating a fraud 
upor. the directors of the bank’. The auditors stated 
that һе bank failed more than two years after they had 
made their last audit, for they were not retained as 
auditors after November 15th, 1963. 


Westec Corporation 


А. much talked-of current case, involving flexible in- 
come determination strained to its limits, is that of 
Westec Corporation, in which the auditors are being 
sued for negligence by the stockholders. 

An article in Forbes of May 15th, 1967, says that the 
company took into income non-recurring profits on 
sales of oil properties; it treated as current income pay- 
ments by an insurance company for oil production that 
had not yet taken place; and it included in earnings for 
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a given year profits of companies not acquired until 
the following year. Nine months after reporting 1965 
earnings of $4:9 million and assets of $56 million, the 
company went into bankruptcy. Mr Leonard Spacek, 
С.Р.А., is quoted as saying that it would seem, never- 
theless, that management did not exceed the rules. 

'The Forbes article accuses management and auditors 
of going to great lengths to find precedents for account- 
ing devices that will suit their purposes. The picture, 
however distorted, of auditors seeking such precedents 
and not needing to look further than thé pages of the 
American Institute's annual Accounting Trends and 
Techniques, certainly does great harm to the accountant's 
image in the eyes of the investing public. 

However, the article also quotes the managing 
partner of Messrs Ernst & Ernst, the Westec auditors, 
as saying that his firm had over a hundred cases in one 
year in which it had to say 'no' to management. 
Significantly also Mr Andrew Barr, chief accountant of 
the Securities and Exchange Commission, says he sees 
many such cases where accountants have stood up to 
management. It is clearly all too easy to seek to make 
accountants the scapegoats for the irregularities of 
management. «us 


Opinion of the Accounting Research Board 


It is relevant, at this stage, to draw attention to the re- 
cent ‘opinion’ of the American Institute's Accounting 
Research Board, entitled ‘Reporting the results of 
operation’. | 

This is a milestone in the American Institute’s 
campaign for greater comparability in financial re- 
porting, and the Westec case is an excellent background 
for its publication. By this formal caveat, managements 
of corporate concerns will. be compelled, if they want 
‘unqualified audit certificates, for fiscal periods be- 
ginning after December 31st, 1966, to include in their 
income statements, in classified form, first ordinary 
current income and next all extraordinary gains, less 
income tax, and losses, arriving at a final figure for net 
income. 

The clean surplus theory has won the day and extra- 
ordinary items may no longer be entered direct in re- 
tained earnings, with the single exception of adjustments 
for events of earlier periods. The earnings-per-share 
figure, so enticing to the shareholder, is to be included 
in the income statement, with proper distinction 
between the figure before and after extraordinary items, 
and attested by the auditor. The earnings-per-share for 
common stock is to be based on a weighted average of 
the number of shares outstanding during the period, not 
the number at the year-end. Supplementary per-share 
figures will show the effect of potential dilution, 
through convertible senior securities or stock 
options. 

With this compelling fiat of his Institute the certified 
public accountant will have written authority to 
strengthen him when he takes his stand as the watchdog 
for shareholders. It remains to be seen to what extent 
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this codification of the ‘rules for income presentation 
gives the investing public the information it needs and 
whether the information will be heeded. 


Criminal indictment of auditor. 
Continental Vending Machine Corporation 


In a class by itself comes the rare criminal indictment of 
auditors, and there is one such pending case of great 
importance. 

“Оп October 18th, 1966, The World Journal Tribune 
carried an announcement by its financial editor, Mr 
Leslie Gould, that for the first time the partners in a 
major accounting firm were being held criminally 
responsible for alleged false statements in a company's 
balance sheet. Such cases are rare indeed and this was 
the first time in the United States that a Federal grand 
jury had brought such indictments. aZ 

The case in question involved Continental Vending 
Machine Corporation which went into receivership in 
1963: Three members of the national accounting firm of 
Lybrand, Ross Bros & Montgomery were charged with 
collusion with Mr Roth, the head of the company, in 
issuing a false report to the shareholders that the com- 
pany had over $250,000 in cash, when there was 
actually a cash deficit of more than $r million. Тће 
accounting firm was named as co-conspirator. 

The Government charged that there was a $т 
million cheque kiting transaction, large sums being 
transferred by Continental to an affiliated company, 
Valley Commercial Corporation, which was used by Mr 
Roth as a conduit for transfer of the money to himself. 
A footnote to Continental accounts indicated that the 
debt from Valley was secured by the assignment to 
Continental of Valley's equity in certain marketable 
securities. The indictment is that the debt was not in 
fact fully secured, and the securities were not market- 
able, consisting largely of Continental's own stock and 
bonds owned by Mr Roth, subject to prior liens. 

The Journal of Accountancy for December 1966, 
reported that in a statement to the Press the managing 
partner of the accounting firm called the indictment 
shocking and unwarranted. He said the firm had been 
advised by the Government that representatives of 
leading accounting firms, called by the Government 
before the grand jury, had unanimously upheld the 
position taken by the firm. The action taken had 
been precipitated by the firm's own withholding of 
certification from Continental's 1962 annual report, 
and the managing partner said that the firm was 
being accused of having failed to second-guess the 
Continental management, which was never the 
auditors' function. 

This tendency to cite the auditor as a sort of back- 
stop to the management, jointly responsible with 
management for decision-making and policy, un- 
doubtedly derives from the wish to invoke the re- 
sources represented by the accountants’ insurers. ТЕ is 
only too easy to blur the distinction between affirming 
the auditor's duty of ensuring that published accounts 
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are not misleading, and making him responsible for 
their form. They are the accounts of management. 


A non-legal case 


А non-legal case in which the 3ecurities and Exchange 
Commission made an investigation and issued its re- 
port, as in the case of the McKesson and Robbins fraud, 
is that of Olen Co Inc, a retail zhain, and its successor, 
the Olen Division of Н. L. Green Co Inc. The Com- 
mission, as reported in The Journal of Accountancy for 
September 1966, found the financial statements pre- 
pared and certified by a firm of certified public accoun- 
tants, for the years to January 31st, 1958 and 1959, 
materially false and misleading. It stated that ordinary 
tests of the accounts would дауе disclosed an inor- 
dinate number of errors and omissions. The firm, said 
the Commission, not only faxed to question the in- 
flated inventory figure of $2,640,137 presented by 
Olen's employees, but includec in the certified financial 
statements a figure further indated by $603,000. The 
report concludeó: 


“When an independent public accountant in the course 
of an examination gains knowledge of facts which are of 
material importance to investcrs, he is under a duty to 
report such facts to investors im his certificate or report, 
if they are not set forth in the Зпапста! statements them- 

- selves.’ 


The ‘salad oil’ swindle 


Some mention must also be made of the incredible 
‘salad oil’ swindle of the notorious Tino de Angelis!, 
though it has not brought auditors into the Courts. ЈЕ 
involved the American Express Company through 
transactions of its American Express Field Ware- 
housing subsidiary. As early as 1960 the warehousing 
company, warned of a hoax Ey mysterious telephone 
calls, had sent inspectors to examine the tanks of de 
Angelis's Allied Crude Vegetable Oil Refining Corpora- 
tion, a main customer. 

Hoodwinked by false inner tenks and a maze of inter- 
connecting pipes, which facilitated transfer of oil from 
tank to tank as it was counted, the inspectors apparently 
satisfactorily verified the inven-ories. Three years later, 
when the parent company atranged for a thorough 
investigation by their own auditors, Messrs Haskins & 
Sells, still nothing seriously wrong was reported. The 
auditors gave their opinion that the controls of the ware- 
housing subsidiary were satisfactory. There was no 
suspicion that the kiting of warehouse receipts had 
been taking place оп a huge scale! 

Yet very shortly after that it was discovered that the 
purportedly vast quantities of oil in the Allied Crude 
Vegetable Oil tanks were virtvally non-existent, being 
represented by salt water. "With claims against it 
amounting to $1445 million by May 11th, 1965, 
according to Mr Leslie Gould in The World Journal 
Tribune of that date, the American Express Field 


1 See The Accountant, October 1st, 1966, pages 416—417. 
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Wa-ehousing Company had about reached agreement 
for a settlement of some $60 million, plus another $25 
or $:0 million from insurance. Yet Mr Gould said that 
the American Express annual report of 1964 contained 
a footnote that no provision had been made in the 
financial statements for any losses which might result 
from the Allied Crude Vegetable Oil case, since the 
outcome could not then be determined. 


Legal cases in Canada 


On tae whole things seem to be quieter in Canada as 
far as legal attacks on auditors are concerned. During 
the onslaught in the United States there have been no 
majo: cases brought against accountants in Canada. In 
the zategory of liability to third parties, however, there 
is ore at present pending in the Superior Court at 
Mon:real. Here a firm of accountants is accused of 
періізепсе by suppliers who claim to have extended 
crecit on the strength of financial statements which 
they allege were misleading. 

А significant feature of this case is that both the de- 
fendent accountants and the plaintiffs are calling as ex- 
pert witnesses chartered accountants. At times like 
these the concern of every professional accountant must 
be the maintenance of the reputation of a great pro- 
fess:on. It should not, therefore, be surprising that 
chartered accountants are ready to testify as to generally 
accepted accounting and auditing practice, not only in 
deferce of a fellow member but also against him. 
Nothing could be more damaging to the profession 
thar unwillingness of its members to give open 
testimony, if they feel that its standards have been 
jeopardized by other members. 

In the area of audits of finance companies, the 
collzpse of Atlantic Acceptance of Toronto in June 
1965 and the difficulties of Laurentide Financial of 
Vanzouver and Alliance Finance of Montreal have led 
to p-enty of criticism of Canadian auditors. This is well 
evidenced by an article, ‘Crisis of confidence’, by 
Mr Е. J. McDiarmid, vice-president for investments of 
Lincoln National Life Insurance Co, in Barron’s of 
Apr I то, 1967. 

Tke losses of investors in Atlantic Acceptance are 
likely to be as high as $70 million; Laurentide 
Financial was saved only by injection of over $9 
million of new junior capital by Power Corporation of 
Canada, its parent company, and Alliance Finance 
of lviontreal was similarly rescued. In the United 
States, Pioneer Finance of Detroit failed late in 1965. 
What worries Mr McDiarmid is the lack of any fore- 
warn-ng in the financial reports of any of these com- 
panies, or by their auditors. 

Tke Atlantic Acceptance report for 1964 showed 
over $1 million of net profit on $16 million of stock- 
holcers' equity. Yet in July 1965, it appeared that all 
equity and subordinated debt — nearly $40 million in 
all - would be lost, and perhaps 75 cents in the dollar 
migat ultimately Бе available for holders of $107 
millon of senior debt. The investigating Royal 


July 8th, 1967 


THE ‘ 
ACCOUNTANT А 





four clear 








If you and your desk—were 
removed from their present 
situation and placed in the middle 
of the Atlantic for four days—you 
might get a darned sight more work 
done than you do at the moment. 
This is the blunt philosophy behind 
Cunard’s new Business Plan. It 
goes like this... 

Most Thursdays—one of the 
Queens leaves Southampton for 
New York. On board we give you 
everything you need, and you 
simply get on with the job. You have 
a telephone in your 1st Class - 
stateroom so you can ring anywhere 
in the world, anytime. And they 

can ring you. You have a secretary 
if you want one. You havea 
dictating machine, a room for 
conferences if you need it. You get 


the market reports from London and 


working days, 
on your wa 
ew Yor 






= 


Wall Street every morning. You 





have а reference library... [ | 
The only thing you don’t have [ | 
is—interruptions, as you do at your 

present desk. You can work solid. | BUSINESS PEAN | 
And mid-Atlanticisagreat place — | Поди Canute Road. Southampton Piense U 
for getting problems in perspective. [ send me details of Cunard’s new Business Jj 
We won’t bore you with talk of our | 
restaurants, swimming pools, Name | 
gymnasiums, turkish baths, etc., 

because we know you won't have time | І 
for those. After all, you’re wasting | Company Address О 9ЧННННН__ 
а whole Thursday and Friday on | 
travel. So naturally when you | | 
arrive in New York four-and-a-half | 

days later you'll want to feel i І 
worn out by work, won't you? і | 
Ask your secretary to send | „ | 
this coupon for your copy of the [ Sto WR pee а REL | 
book about Cunard’s new Business ү Аррхохітате number of trips usually made 
Plan. Or contact your usual Фа voy Three/ Morei than three, | 


By sea/air. 
С_- EOE ==") __Ккк___: гј__-у __С-__ ј NR 
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Burroughs 


announce 
instant 
decimalisation 
at your fingertips 
witha | 
. Burroughs ABC" Machine 


(Н has Already Been Converted) 


== гат — | 
H “ИРАК fit: _Тһейїсї of a switch is all that is 

: necessary to "convert" a Burroughs 

ABC accounting machine from sterling 

to decimal—or back again to sterling! : 


е Doesthis complete control matter to you? 


о It willin February, 1971—when all 
cheques and banking transactions must 
be in decimals from Decimalisation Day. 


е When you have to post decimal cheques. 
to your (sterling or decimal?) ledgers. 


о When you need to maintain some 
records in sterling whilst you are 
changing others to decimals. 

е Will you be in the queue for an outside 
technician in 1971? | 

ө Or will you decide “sterling or decimal?” 
from day to day, job to job, at the flick 
of a switch? 

If so, fill in this coupon now. 


EC Ato 





~ Decimalisation is as simple as ABC with Burroughs 


m тєш шты NEN шыш шыш кшп н КИА ПЕЛ ЫЙЫН ШАС Бася шаста MIL ИМИШ БШ ИШ ПЫ ЫШ МЫШ NEN « ШШ ШЕШ ПН = Шш 


1 would like more information. Г] Please call and discuss L] 





МАМЕ  —— — — — — — TITLE. —— — —— ТҮРЕ OF BUSINESS. 
P : T.ABD. 





‘ADDRESS | - 
‘Burroughs Machines Ltd. (Decimals Division), Heathrow House, Bath Road, Cranford, Hounslow, Middlesex. Tel: SKYport 6522 
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Commission has reported that financial reports long 
before the Atlantic collapse were wholly misleading, 
and that there had been a great deal of fraud in business 
dealings. A reported profit of $3,791,000 by Laurentide 
Financial for the year to June 3oth, 1965, turned into a 
loss of $9,627,000 in the following fiscal year — a trend 
which seems hardly credible, though attested by 
auditors. 

Mr McDiarmid criticizes the auditors, not for failing 
to discover fraud but for not reporting in clearer terms. 
‘It is worthless to say that a finance company reports its 
operations in an acceptable manner. Acceptable to 
whom – to management, the auditors, the stockholders 
or creditors?' He wants uniformity of financial report- 
ing by finance companies on income, loss charge-offs 
and delinquencies, so that their results may be com- 
pared. 

'The trouble with Atlantic Acceptance was that in- 
terest on loans which never paid any interest was taken 
into account in profit determination on a huge scale. By 
the rewriting of delinquent loans, with the unpaid in- 
come on the old loans written into the new, the fact that 
interest was never collected and that loans were bad 
was obscured. Mr McDiarmid suggests that auditors 
should be required to report on the condition of out- 
standing loans at the time of their renewal. 

It would seem also that the management of Atlantic 
Acceptance ignored such matters as provisions in loan 
agreements as to maximum ratios of debt to under- 
lying equity, and. the maximum loan for any single 
borrower, without any report of this by the auditors. 


Reliance of auditors on other auditors 


In Canada, as in Great Britain, there is no Securities 
and Exchange Commission to intervene in cases such 
as these. А great responsibility clearly rests on the 
accountancy profession. Ín its recently published 
Bulletin No 22, of August 1965, the Canadian 
Institute of Chartered Accountants has specifically 
dealt with the problem of reporting where auditors 
rely on the work of other auditors, as the auditors of 
Atlantic Acceptance did. It distinguishes cases where 
there 1s an agency relationship between the two auditors 
from those where there is no such relationship. In the 
former it is clear that the parent company auditor must 
take full responsibility so far as consolidated financial 
statements are concerned. In the latter, reasonable 
reliance on the subsidiary company auditor's work and 
opinion is permissible, provided reasonable care is 
taken to ensure that such reliance is justified. Every- 
thing will then depend on the auditor's care and in- 
tegrity in deciding what is reasonable. 

There have, in recent months, been suggestions that 
a United States Accounting Court of Appeals be set 
up. ТАе Journal of Accountancy of January 1966, 
commented on one such suggestion put forward for 
study purposes by Messrs Arthur Andersen & Co, 
in a lengthy pamphlet issued in December 1965. Тће 
firm warns, however, that this matter should be con- 
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sidered at a time when there is no public pressure for a 
quick legislative solution to the problem. 

'The Court would have appellate jurisdiction over the 
accountancy rules and regulations of five Federal 
agencies, including the Securities and Exchange 
Commission. It would have powers not only of affirma- 
tion, modification or reversal of existing rules, but also, 
on petition, to initiate rules if such a request had been 
denied by a Federal agency. There would be five mem- 
bers appointed by the President with confirmation by 
Senate, at $25,000 a year. 'The Court would be in the 
executive, rather than the judiciary, branch of the 
Government. The proposed Court is seen as giving ad- 
ditional stature to the American Institute's Accounting. 
Principles Board, not as in any way detracting from it. 


Conclusion 


'The Accounting Principles Board is now working at 
great pressure to resolve the problems of differing 
‘generally accepted accounting principles’, urged on by 
rumblings from the Securities and Exchange Commis- 
sion. The directive on accounting for pensions, issued 
in 1966, still leaves two alternative acceptable courses 
as critics have been quick to observe. Is it possible to 
have everything codified and fixed, regardless of in- 
dividual circumstances and without putting the 
accounting profession in a strait-jacket? 

'The solution must surely lie in the development 
among professional accountants of the highest pro- 
fessional competence and integrity. Тһе accountant 

must himself have an intense belief in the validity of 
basic accounting principles to which lip service seems 
only too often to be paid. Expediency should not be 
able to bend accountancy to its will. 

. To the present writer it seems that the troubles of 
today are closely concerned with the kind of concession 
to expediency that seems to have led to the ‘pooling of 
interest’ method of accounting rejected by the Jenkins 
Committee in Britain. Certainly, let it be said that 
accountants should not allow profits to be pooled, in a 
merger of established concerns, unless they are com- 
pletely satisfied that the continuance of the old con- 
cerns, with no material change of ownership, is an 
established fact. Managements see the advantage of the 
pooling treatment because it leaves assets in the mer- 
ger at original values, with the effect of lower depre- 
ciation charges against the probably higher profits of 
the merged companies. But accountants should be 
swayed by no such considerations and should make this 
very clear to management. 

In the end the status of the accountancy profession, 
and the recognition by management of its stature as an 
advisory, and not merely a confirmatory body, will be 
enhanced as never before, if it makes its vaunted in- 
dependence a self-evident fact. Deeds speak more 
strongly than words: 


"This above all — to thine own self be true; 
And it must follow, as the night the day, 
Thou canst not then be false to any man’. 


ТНЕ 
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The Evolution of Money 


by В. ROBERT, А.С.І.5. 


ARIOUS things at different times have been used 

as money — among them oxen, cowrie shells, tea 
bricks - but from the dawn of civilization a prime 
favourite has alwavs been golc. The ancient Egyptians 
prized it highly, believing it to have life-giving qualities, 
and though they had no coins until the Ptolemaic 
period, they possibly used it in the form of ingots or 
dust for the exchange of gocds. 

Bullion was acceptable to everyone, then, as now; 
but its use for economic purposes posed several 
problems, notably of weighing and assaying, and these 
were not solved until the Greeks invented coins, of 
guaranteed weight and fineness, issued under the 
stamp of some recognized authority. 

Actually, the first people to use coins were the 
Lydians who made them from electrum, a natural 
mixture of gold and silver, in the seventh century 
B.C. The Greeks failed to establish a real monetary 
system mainly because as a nation they were split 
into independent city-states, each of which issued its 
own coins and fixed its own scale of values. 

The Romans, at the next stage of civilization, wanted 
above all things political and economic unity. Their 
conquests, which eventually stretched from the 
Arabian Gulf to the Irish Sea, forced them to become 
great administrators and organizers. Following in the 
wake of the invincible legions went Roman law and 
Roman money, in forms so Lighly evolved that they 
have endured to the present day. 


Duodecimal base 


Ancient Rome had, of cours, fully recognized the 
advantages of a monetary system based on the precious 
metals of gold and silver, and, under the Republic, 
ie. prior to 29 B.C., another metal — bronze — had 
come into general use. Originelly it may have changed 
hands in the shape of bricks or bars, but later in the 
form of coins with the denominations marked on 
one or both sides. The basic unit was the As which 
weighed т 1b., and was divided into 12 ounces. 

Why а duodecimal rather than a decimal base 
should have been chosen is a matter of conjecture. 
Since human beings are endowed with ten fingers 
even those living in the Stone Age must have been 
well used to counting in tens. The Romans were an 
advanced, highlv sophisticated people skilled in the 
mathematical arts. It might well be assumed that they 
had a preference for twelve because of its easy divisi- 
bility into two, three, four ог six parts. Indeed, that 
this had something to do with it seems to be borne out 


by the Aes Grave, or ‘heavy bronze’, issued by the 
Republic с. 269 B.C., which was divided on precisely 
those lines: 


As 


12 unciae 


= Quadrans = 3unciae 
Semis = - Sextans = 42x 
Triens == ду з Uncia = І 
Under the Emperors the monetary system was 


reformed on several occasions. Augustus, for example, 
began to strike gold coins regularly — i.e. the aurei, the 
sukdivisions of which call for no special comment 
apart from the denarius. This had already become an 
important coin under the Roman Republic, and can 
hardly be overlooked since it put the ‘d’ into the 
£ : d signs. The two other symbols аге, of course, 
derived from libra, the Roman pound weight, and 
solidus, a coin introduced in А.р. 312 by Constantine 
the Great, first of the Emperors to adopt the Christian 
faith. 


Novus denarius and silver penny 


Another major monetary reform came in the time of 
Pepin, King of the Franks, and his warrior son 
Charlemagne who was crowned Roman Emperor by 
Pope Leo in А.р. 800. А courageous fighter, 
Charlemagne was also a man of intellect and gathered 
about him an ‘academy’ whose purpose was to revive 
learning in its various branches. Among other things 
he reformed the existing systems of weights and 
measures and introduced a new coinage. 

The Carolingian system divided the dura — or silver 
pound — into twenty sols, and the sol into twelve 
deniers. Quite quickly the denier, or novus denarius, 
representing 1/240th of a pound of fine silver, became 
the standard coin of western Europe and retained that 
position of supremacy throughout the medieval 
period. The Anglo-Saxons, who had occupied a part 
of England after the Roman withdrawal, adopted 
the novus denarius during the reign of Offa, King of the 
Mercians, in the eighth century. They called it the 
penny and followed the system that Charlemagne had 
inaugurated. 

Two hundred and forty pennies were struck from 
a pound of silver — but the £ itself, and the shilling, 
too, remained mere ‘monies of account’. No coins 
value 240 pence or 12 pence were struck until a 
muzh later period - but how and when the foundations 
of Britain’s present monetary system were laid is clear. 

Early in the 1580s the Dutch mathematician, Stevinus, 
had advocated to William of Orange the adoption of a 
system of counting based on ten. Unfortunately, the 


THE 
July 8th, 1967 


Republic had more important problems on its mind 
and no action was taken. Two hundred years passed 
and then, in America, the same theme was pursued 
by Benjamin Franklin, remarkable alike as writer, 
statesman and scientist. 

Franklin's propaganda for a decimal system bore 
fruit when in 1785, two years after the declaration 
of American independence, a new standard monetary 
unit was adopted, ie. the dollar. Modelled on a 
German silver coin — the thaler, which became popular 
all over Europe after 1518 — the dollar was authorized 
by an Act of Congress of 1792, which made it the 
official money of account. 

The fractional parts of the dollar, actually struck 
as a coin two years later, were the half-dollar, the 
quarter-dollar, the dime of ten cents, the half-dime, 
and the cent (x/1ooth of a dollar) Simple, logical, 
and convenient, the American system was much 
admired and imitated in due course by Mexico, Canada, 
and by many of the South American countries where 
the standard unit was called the peso. 

Тће French monetary system, after Charlemagne, 
evolved along lines that led in the twelfth century to a 
situation of near chaos. After becoming an independent 
kingdom under Hugh Capet in 987, France clung to 
the novus denarius much as England clung to the penny; 
but because the coins were struck in private mints 
there was no uniformity about them and they cir- 
culated in a bewildering variety of sizes, weights and 
values. 

Not until the time of Louis TX (1226—70) were steps 
taken to impose a single currency on the whole 
country. А coin called the franc appeared in the 
fourteenth century and was originally struck in gold, 
then in silver. In 1641 it was withdrawn from cir- 
culation but remained as money of account. After the 
French Revolution of 1789, it was revived and made 
the basis of a new decimal system on the American 
pattern, The franc, divided into one hundred centimes, 
took the form of a silver coin and was adopted as the 
standard currency unit. Belgium, Switzerland and 
Italy in 1865, and Greece in 1868, joined with the 
French in basing their currencies on the franc. 

By then the struggle between the two rival systems — 
decimal and duodecimal - had become global, but 
neither had as yetgained a clear advantage over theother. 


Decimal victories 


However, as the nineteenth century drew to its close 
the deadlock was decisively broken. Before 1900 Spain, 
Germany, Russia, Japan, the Scandinavian States 
and Austro-Hungary had been converted to decimal 
theory and practice. Soon the point was reached when 
all the leading countries of the world had decimal 
coinages — Great Britain and India being the chief 
exceptions. India changed to a decimal currency 
in 1957, South Africa in 1961, Australia in 1965, 
and New Zealand is now in process of doing so, 
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leaving Britain as the duodecimal system's last bastion. 

Yet the crusade for decimals had been no less 
vigorous in Britain than in other countries. Аз far 
back as 1838 a Royal Commission on decimalization 
suggested the {-mil system and a small victory was 
actually won in 1849 when the Royal Mint issued the 
first florins. 

Just after the First World War the Decimal Associa- 
tion, in collaboration with the British Chambers of 
Commerce and the Institute of Bankers, actually 
promoted a Х-ті Bill which was introduced into 
the House of Lords by Lord Smethwick. Again the 
Government appointed a Royal Commission to 
examine the proposals and also referred to it a Decimal 
Coinage Bill, tabled by Lord Leverhulme, which 
suggested the adoption of a British dollar consisting of 
one hundred halfpennies. 

In 1933 at the London Congress of the Federation 
of Chambers of Commerce of the British Empire, 
it was unanimously resolved 'that decimalization 
of the £ should be completed without delay’. But 
another thirty years had to elapse before the Halsbury 
Committee of Inquiry (appointed in 1962) issued its 
report. Then, in March 1966, Mr Callaghan, Chan- 
cellor of the Exchequer, announced that the com- 
mittee’s majority recommendation for a f-cent-j 
system had been accepted. Those many interests in 
favour of the ros-cent system at once protested but 
without avail, and the Decimal Currency Bill has 
passed all its stages in the House of Commons. 


Paper money 


Something remains to be said about another important 
process in the evolution of money over the years. 
Among the Greeks, Romans and Saxons the value of 
coins was directly related to their metallic content. 
Even the Roman Emperors, however, quickly dis- 
covered that currencies could be debased. Henry VIII, 
in England, did so on such a scale as to cause a catas- 
trophic depreciation of the coinage. Though an undesir- 
able practice, out of it may have sprung the realization 
that money does not necessarily need to have in- 
trinsic value — that so long as people have confidence 
in its purchasing power, it can be almost anything. 
"Traders, in the past, were well aware of this, and often 
struck token coins in base metals to remedy temporary 
or local shortages of small change. 

The idea of ‘credit money’ had already established 
itself, both in Holland and England, by the mid- 
seventeenth century and soon after the foundation of 
the Bank of England in 1694, paper notes appeared. 
At first they were backed by gold but today, like the 
coinage, they are just tokens. 

An interesting feature of the Bank of England notes 
is that the first to be issued, in 1695, were for fto, 
£20, £30, £40, £50 and £100 - from which it is clear 
that this part of Britain’s monetary system followed 
a decimal pattern right from the beginning. 
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Audit of Group Accounts – Reliance on 


Other Auditors — |! 


by Professor DAVID FLINT, T.D., M.A., B.L., С.А. 


Johnstone Smith Chair of Accountancy, University of '3lasgow 


Holding company auditor's liability arising from 
his access to books and accounts of subsidiary 
company 

ONCERN is expressed by some writers that if the hold- 

ing company auditor goes beyond reliance on the audit 
of the subsidiary company auditor and himself undertakes 
examination of the books of the subsidiary company, as 
a consequence he assumes some liability in relation 
to the accounts of the subsidiary company. It is generally 
represented by these writers that the holding company 
auditor must rely on the subsidiary company auditor or, 
where he is of the opinion that he cannot do so, should 
qualify his report. 

It is not proposed in the compass of this paper to engage 
in a full examination of the law relative to the extent to 
which the holding company auditor, in his reliance on the 
subsidiary company auditor, is entitled to regard him as an 
expert.. There seems to be a general acceptance that, in 
relation to the information for which the subsidiary com- 
pany auditor takes responsibility in his audit report, the 
holding company zuditor is entitled to rely on him as an 
expert, provided he is satisfied, and has made proper 
inquiry to advise himself, that the subsidiary company 
auditor can be regarded as of a standard of competence to 
justify that reliance. Professional discussion revolves round 
what are the procedures which the holding company 
auditor must adopt so to advise himself. 

Some of these procedures may involve inquiry not only 
about the subsidiarv company auditor and his qualification, 
but also about.the details of his audit examination. Inquiry 
about the audit examination of the subsidiary company 
auditor cannot make the holding company auditor respon- 
sible to the subsidiary company shareholders in relation 
to anything in th e subsidiary company accounts, because he 
owes no duty to these shareholders in this connection. If the 
inquiry about the subsidiary company auditor and about his 
audit is carried out without due care, skill and judgement, 
and, as a result, the holding company auditor does not ex- 
tend his examination to the books, accounts and vouchers of 
the subsidiary company as he ought to do, in relation to his 
audit of the group accounts, he may certainly have a liability 
to the shareholders of the holding company, in the event of 
their suffering loss; but he would have this liability anyway, 
if he had, without justification, accepted the audit of the 
subsidiary company zuditor without any inquiry at all. If 
the holding company auditor extends his examination to the 
books, accounts and vouchers of the subsidiary company, in 
relation. to his audit of the group accounts, and fails to 
exercise due саге, skil. and judgement he may certainly have 








The concluding part of а paper presented at the 15th Summer 
School of The Institute of Chartered Accountants of Scotland 
at St Andrews on June 24th. 


a liazility to the shareholders of the holding company, in 
the event of their suffering loss. But he owes no duty to the 
Subs:diary company shareholders. His examination is in the 
contezt of the group accounts. He is not providing a check 
on the subsidiary company auditor for the benefit of the 
subsiciary company shareholders. In so far as he incurs 
responsibility it is the responsibility for which he is en- 
gaged and which he must accept. The holding company 
sharckolders rely on bis judgement to determine when he 
shou_d examine the subsidiary company books etc. for the 
purpose of his audit of the group accounts, and they rely on 
him tc exercise due care, skill and judgement in doing so. | 


Hold ng company auditor's disclaimer of 
responsibility 

There. may well be circumstances, for example, in the case 
of a foreign subsidiary, whether the accounts of the sub- 
sidiary are audited or not, where it is not possible for the 
holding company auditor to pursue any inquiries. either 
about the accounts or about the auditor of that subsidiary 
company. In such a case, provided the sums are material, 
there zan be no alternative to a reservation in the audit 
report of the holding company auditor or, if the amounts 
are sufficiently material, to a disclaimer of opinion. This 
must be distinguished from the situation in which the 
holding company auditor chooses to report on the explicit 
basis cf reliance on the audited accounts of the subsidiaries, 
withcut any inquiry about the audit or the auditor, but 
declines to accept responsibility for the subsidiary company 
audito-'s work in so far as it affects the group accounts, and 
endezvours to restrict his liability by express reservation in 
his audit report. In this latter case the holding company 
ама ог may have limited his liability, but he has failed to 
discha-ge his audit responsibility. He has not met his 
obligations to the shareholders of the holding company. 

In the opinion of counsel consulted by the English 
Institute in 19471 a reference in the holding company 
audito-'s report to the fact that some subsidiaries had been 
audited by other auditors was not of itself a disclaimer of 
responsibility. 

The Canadian Research Study Group in their Report? 
state 'disclosures in the parent company auditor's report, 
even if presented in the form of a qualification, cannot be 
regarded as an acceptable alternative to his assumption of 
his professional responsibilities. The fact that such refer- 
ences are to be included would not vary the parent company 
auditor's obligation to form an opinion on the fairness of the 





1“The Companies Act 1947 - Recommendations of the Council 
of The Institute of Chartered Accountants in England and Wales’, 
page зс. 

2 ‘Reliance on Other Auditors’, Report.of a Research Study by 
the Caradian Institute of Chartered Accountants, pages 21 апа 22. 
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financial statements reported on by the other auditor and to 
ascertain whether reliance on the work of such other 
auditor is, in fact, justified’ and later ‘such a reference (to 
work done by other auditors) would not constitute a 
qualification of opinion’. 

The American position in this matter distinguishes 
between a reference in the ‘scope’ paragraph and a reference 
in the ‘opinion’ paragraph of the auditor’s report:? 

‘Any modifying phrases-in the standard short-form 
opinion paragraph (or sentence) should be considered as 
qualifying the opinion in some manner; however, reference 
to the report of other independent auditors as the basis, in 
part, of the opinion, whether made in the scope paragraph 
or the opinion paragraph, is not to be construed as a 
qualification of the opinion on the fairness of presentation 

_ of the consolidated financial statements or consistency, but 
^ rather as an indication of the divided responsibility for the 
` performance of the work. 

^ ‘In reporting on financial statements, the independent 

auditor may not have examined the financial statements of 

one or more subsidiaries, divisions, or branches included 
` therein, but he may have received the reports of other 
independent auditors with respect to such statements. 
. Similar situations are often present in the case of business 

combinations. Ín these situations, questions arise as to the 
extent of the responsibility of the independent auditor 
reporting on the consolidated or combined statements with 
regard to such reports of other auditors and the financial 
statements covered thereby. In such cases, the principal 
auditor is usually willing (after following certain procedures 
described later) to utilize the report of the other indepen- 
dent auditor for the purpose of expressing his opinion on 
the consolidated or combined statements; but he is un- 
willing (unless he otherwise states) to assume responsibility 
for the performance of the work (to the same extent 
as though he had performed that work himself) which 
served as a basis for the opinion of the other auditor. Such 
utilization is considered reasonable in these circumstances 
(and in accordance with generally accepted auditing 
standards) and the principal auditor may appropriately 
express an unqualified opinion on the fairness of the con- 
solidated or combined statements without assuming 
responsibility for the report or work of the other indepen- 
dent auditor, provided the basis for his opinion is ade- 
quately described. This description should include a 
statement in the scope paragraph or in the opinion рага- 
graph to the effect that in the formation of his opinion, 
amounts applicable to the entities examined by the other 
independent auditor were included solely upon the basis of 
the report of such other auditor. 

‘Before he utilizes the report of another independent 
auditor for this purpose, the principal auditor should make 
such inquiries or adopt such measures as, in his judgement 
are appropriate to satisfy himself as to the independence 
and professional reputation of the other auditor.... In 
some cases he may need to issue instructions to, or make 

- periodic visits with, the other independent auditor. 
"In some instances the principal auditor may be willing to 
' assume responsibility for the work of another auditor to the 
extent as though he had performed the work himself. ... 





= ‘Statements on Auditing Procedure No. 33’, Committee on 
Auditing-Procedure of the American Institute of Certified Public 
Accountants, pages 59, 66, 67 and 68. . 
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When the principal auditor assures responsibility for such 
work he need make no reference to the other independent 
auditor in either the scope or opinion paragraph of his 
report. If reference is made, he should state that he is 
assuming responsibility for such work.’ 


It is apparent, therefore, that it is a fine but vitally im- 
portant dividing line between the position where the 
holding company auditor, having relied completely and 
without inquiry on the audited accounts of subsidiary com- 
panies, effectively restricts his liability by express dis- 
claimer in his report — acknowledging that he has not fully 
discharged his remit — and the position where, having relied 
completely and without inquiry on the audited accounts of 
subsidiary companies, he fails to relieve himself of liability 
because his reference to the audited accounts of subsidiary 
companies is explanatory as to the basis of his opinion only; 
and in the latter case, if inquiries of the kind he should have 
made would have revealed that he was not entitled to rely on 
these accounts, he cannot avoid the consequences of his 
having done so. 


Holding company auditor and subsidiary 
company auditor relationship 


It has been represented in the course of this paper that the 
holding company auditor requires to have access to the 
books, accounts and vouchers of ihe subsidiary companies 
for the purpose of his audit of the group accounts and it has 
been represented that the directors of the holding company 
can procure this access for him. It has also been represented 
that a subsidiary company auditor may, with the per- 
mission of the directors of the subsidiary company, consult 
with the holding company auditor in relation to the accounts 
of the subsidiary company and the subsidiary company 
auditor's audit of them; and that the holding company 
auditor may engage the subsidiary company auditor ex- 
pressly to carry out such additional audit examination as he 
considers necessary for the purpose of the audit of the group 
accounts. 

It is recognized that this access to the books of the sub- 
sidiary company is a restricted access compared to the 
statutory power* in respect of the books of tbe holding 
company: 

‘every auditor of a company shall have a right of access at 

all times to the books and accounts and vouchers of the 

company’ : 
and that it is contingent on the directors of the holding 


‘company meeting the request of the holding company 


auditor; consultation between the auditors is also contin- 
gent on the permission of the directors of the subsidiary 
company. In this latter connection it is further recognized 
that the subsidiary company auditor owes no formal duty 
to the holding.company auditor and that this may limit the 
value of the consultation which takes place. 

The recognized professional accountancy bodies may by 
recommendation or code of conduct deal with the problems 
of the professional relationships unquestionably arising 
from these situations and there 1s some argument in favour 
of leaving a good deal of flexibility in how the situations are 
dealt with. At the same time, consideration has to be given 
as to whether the present situation places obstacles in the 
way of the proper discharge of the duty of the holding 
company auditor to the holding company shareholders... 


4 Companies Act 1948, section 162. 
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As regards the responsibility of the subsidiary company 
auditor, it has been represented in this paper that he owes no 
formal duty to the holding company auditor; his duty is to 
the shareholders of the subsidiary company and to the 
holding company only in its capacity as a shareholder of the 
subsidiary company. This is certainly the statutory position, 
but consideration must be given as to whether this is the 
end of the matter; as to whether the subsidiary company 
auditor must take cognizance of the fact that the company of 
which he is the auditor is a subsidiary, and that the accounts 
of the subsidiary company wiil be used for the purpose of 
preparation of group accounts; and, as to whether the sub- 
sidiary company relationship places any special duty on the 
subsidiary company auditor. 

Views on this matter® have perhaps changed in recent 
years following the legal dicta in the cases of Candler v. 
Crane, Christmas Ф Co, and more particularly Hedley, 
Byrne & Co Ltd v. Heller © Partners Lid.” In the first 
case, in a dissenting judgment Lord Justice Denning (now 
Lord Denning) stated: 

‘I will take accountants, but the same reasoning applies 
to others. They owe the duty, of course, to their employer 
or client; and also, I think, to any third person to whom 
they themselves show the accounts, or to whom they know 
their employer is going to show the accounts, so as to 
induce him to invest money or take some other action on 
them. But I do not think the duty can be extended still 
further so as to include strangers of whom they have 
heard nothing and to whom their employer without their 
knowledge may choose to show their accounts. Once the 
accountants have handed their accounts to their employer 
they are not as a rule, responsible for what he does with 
them without their knowledge or consent.’ 


Following the Hedley Byrne case the Council of the 
English Institute took legal advice and issued a. statement® 
from which the following is extracted: 

‘In Counsel’s view third parties entitled to recover 
damages under the Hedley Byrne principle will be limited 
to those who ky reason of accountants’ negligence in 
preparing reports, accounts or financial statements on 
which the third parties place reliance suffer financial loss 
in circumstances where the accountants knew or ought to 
have known that the reports, accounts or financial state- 
ments in question were being prepared for the specific 
purpose or transaction which gave rise to the loss and that 
they would be shown to and relied on by third parties in 
that particular connection. There is no general principle 
that accountants may be liable for damages if a report or 
statement which proves to have been prepared negligently 
by them is shown casually or in the course of business to 
third parties who suffer loss through reliance on the report 
or statement.’ 


The particular question of the liability of the subsidiary 
company auditor was referred to counsel by the Canadian 
study group and tke following opinion was obtained :® 


5 For a fuller discussion of the matter see Accountants and the 
Law of Negligence; К. W. У. Dickerson, The Canadian Institute 
of Chartered Accountants; 1966. 

2 [1951] 2 К.В. 164; [1951] 1 АП E.R. 426, 

7 [1963] 2 All E.R. 575; [1962] 1 О.В. 396. 

8 The Accountant, August 7th, 1965, page 163. 

8 ‘Reliance on Other Auditors’; Report of a Research Study 


Group of the Canadian Institute of Chartered Accountants, page 
26. 
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‘Based on this case (Hedley Byrne) . . . Counsel was of 
the opinion that the auditor of the subsidiary company 
would be responsible to the parent company auditor in 
respect of negligent misstatements in the financial state- 
ments of the subsidiary company reported upon without 
sufficient qualification provided the auditor of the sub- 
sidiary knew that the parent company auditor would be 
relying upon such statements for the purpose of reporting 
on the consolidated financial statements of the parent com- 
pany and made the statements of the subsidiary company 
and his report thereon available to the parent company 
auclitor or allowed such statements and report to be made 
available for such purpose.’ 


The study group continue, 


*It follows, therefore, that it should be made known to 
the subsidiary company auditor that the financial state- 
ments of the subsidiary company reported upon by him 
are to be used for purposes of the consolidated statements 
of the parent and are to be relied upon by the auditor of 
the parent company for the purposes of his report.’ 


In the United Kingdom the subsidiary company auditor, 
prov:ded he knew that the company was a subsidiary, could 
be in no doubt that the accounts of the subsidiary company 
would be used for the purpose of group accounts. 

This extension of the responsibility of the subsidiary 
company auditor may provide means of redress to the 
holding company auditor who is being held liable as a con- 
sequence of the negligence of the subsidiary company 
auditor on whom he was entitled to rely. However, it does 
not alter the situation, which has already been considered, 
that the holding company auditor must make inquiries and 
exercise due care, skill and judgement in deciding the extent 
to which he is entitled to rely on the subsidiary company 
auditor and the accounts which have been reported on by 
him. It does give further emphasis to the need for contact 
and consultation between the two auditors. 


The singlé group auditor argument 


This whole question of access, consultation and extension of 
audit does inevitably give rise to the question whether the 
interest of the shareholders and the public interest would 
both 5e better served by providing that in the case of groups 
of companies there should be appointed one auditor to audit 
the accounts of the holding company and of all the sub- 
sidiary companies within the group. There are cases of 
foreign subsidiaries where this would be simply impossible, 
and complication would arise where a company was a sub- 
sidiary of two unconnected holding companies. Leaving 
these situations aside, however, it is necessary to consider 
whether this provision is either necessary or desirable. 
Apoointment of one auditor means in practice the 
appoiatment of one person to take the final responsibility 
of all -he audit work and the audit reports within the group, 
although in discharge of his responsibility he might arrange 
to have the work done not only by his own employed staff 
but also by agents, branch offices or associates. Where it is 
accep-ed that he does not do all the work personally or with 
his own staff, the underlying presumption of the 'single 
group auditor' argument is that, between the holding com- 
pany auditor and agents, branch offices and associates, co- 
operation, the issuing and accepting of instructions, the 
imposition and supervision of standards, the establishment 
of communication, and rapport, mutual trust and respect 
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are more readily achieved than between the holding com- 
pany auditor and a number of ‘other’ auditors. The holding 
company auditor may certainly choose his agents and cannot 
therefore complain of having to take responsibility for their 
work, but he does not necessarily choose the staff of his 
branch offices or his associates and there can be no pre- 
sumption that they are invariably more efficient or more 
: reliable than ‘other’ auditors would be. There is an under- 
lying presumption too, in the ‘single group auditor’ 
argument, that, if there is one auditor throughout the group, 
any legal or technical barriers to contact between auditors 
and to exchange of information are readily overcome 
because the auditor can organize the audit work in all the 
companies to meet the requirements of the individual com- 
pany audit and also of the audit of the group accounts. 

This is certainly attractively simple and it could be 
efficient. However, for the case to be completely convincing 
it must be established that it would necessarily be more 
efficient than continuing, where desired, with ‘other’ 
auditors if appropriate provision were made — possibly by 
statute — for the regulation of responsibility, authority and 
communication between auditors. It is at least possible that 
a holding company auditor could be in danger of regarding 
the accounts of a subsidiary company solely as a statement 
to be used for the preparation of group accounts, and this is 
certainly not the viewpoint of the creditors or of the 
minority shareholders of the subsidiary company. Particu- 
larly where there is a substantial minority interest, there 
may indeed be an argument for the ‘other’ auditor to be 
preferable to the ‘group’ auditor. It is not sufficient for the 
auditor to be independent; he must in any situation be 
manifestly seen to be independent and must not do any- 
thing or be in any situation which could give any person 
reason to doubt his independence, however satisfied he 
himself may be about the preservation of his independence. 
To the minority shareholder of a subsidiary company the 
‘group’ auditor may be too readily identified with the 
holding company and in the case of inter-company trans- 
actions any conflict of interest might less readily present 
itself to the ‘group’ auditor than to an ‘other’ auditor. The 
diversity of arrangements for the terms of trading within a 
group is too much a reality for the difficulties of this 
situation to be ignored. (It is not completely irrelevant to 
suggest that there may be room for considering whether the 
form of accounts and terms of the audit report for a wholly- 
owned subsidiary should be different; however, this also 
raises the question of the responsibility of the holding com- 
pany for the creditors of the subsidiary company and it is 
not possible to embark on this topic in this paper.) 

There is a case here then — where there із a minority 
interest — for the retention of the ‘other’ auditor and there 
are also the cases where the ‘group’ auditor, for one reason 
or another, cannot be appointed auditor of all the subsidiary 
companies. Provision must be made in these cases, at least, 
for a clearer regulation of the relationship between the 
auditors. Part of this must certainly be done by the recog- 
nized professional accountancy bodies so that their members 
accept the implications of the relationship without suspicion 
or reserve; but there is clearly scope for statutory enactment: 


(1) to give the holding company auditor the right of 
access to the books and accounts and vouchers of any 
subsidiary company at any time for the purpose of 
the audit of the group accounts and also the right to 
require of the officers of any subsidiary company such 
information and explanations as he thinks necessary 
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for the purpose of the audit of the group accounts; 


(2) to give the holding company auditor the right to 
communicate directly with the auditor of any sub- 
sidiary company in connection with the accounts of 
the subsidiary company and of his audit so far as is 
necessary for the purpose of the audit of the group 
accounts; 


(3) to place on the subsidiary company auditor the obli- 
gation to make available to the holding company 
auditor such information and explanations as he 
requires either to the accounts of the subsidiary 
company or to the audit of the books and accounts 
of the subsidiary company so far as the holding com- 
pany auditor thinks necessary for the purpose of the 
audit of the group accounts. (This last provision 
would, of course, only be effective in companies 
incorporated in the United Kingdom.) 


This would still leave open to arrangement as to whether 
the holding company auditor carried out himself, or ar- 
ranged for the subsidiary company auditor to carry out as 
his agent, additional audit of the books, accounts and 
vouchers of the subsidiary company: 


(1) to establish for the holding company auditor the 
credibility of the books and accounts; 

(2) to verify adjustments to information in the accounts 
for the purpose of the group accounts; and, 

(3) to verify information required only for the purpose 
of group accounts. 


It also leaves open for determination in each particular 
case the extent of the liability of the subsidiary company 
auditor, particularly in so far as it derived from his know- 
ledge that the accounts of the subsidiary company would be 
used for the purpose of preparation of group accounts. 

These suggestions would also not resolve the situation 
where the holding company auditor, having made such in- 
quiry as has been established he is obliged to make, was 
not prepared to rely on the subsidiary company auditor. 

The case for the single auditor for all companies in the 
group rests substantially on the representation that com- 
munication between branches or associates, the issuing and 
acceptance of instructions, the integration of work to meet 
the two objectives of company accounts audit and group 
accounts audit are not handicapped or bedevilled by legal 
or conventional barriers or by real or imagined matters of 
professional etiquette. To the extent that this is so, the ob- 
jective must be to improve the channels of communication 
between unconnected auditors and to clarify the professional 
relationship between them. Provided they are competent, it 
should be possible for unconnected auditors appointed to 
holding company and to subsidiary company in a group to 
discharge their respective responsibilities without prejudice 
to each other. The holding company auditor in a group 
where there is an ‘other’ auditor in one or more of the sub- 
sidiaries should not be at a disadvantage in the discharge of 
his responsibilities compared to the ‘group’ auditor ap- 
pointed to all the companies. 

However, if there is any currency for the view that the 
holding company auditor must wherever possible be the 
‘group’ auditor, this has implications which should be 
examined. If there is considered the possibility of the 
increasing concentration of public company auditing in 


ТНЕ 2 


48 ACCOU 


a relatively small circle, consideration must be given as to 
whether there are any social implications and as to whether 
such a result could, in any way, be contrary to the public 
interest.1 

However, none of the foregoing should be read to suggest 
that there should be any restriction on the freedom of 
companies to appoint as auditors whomsoever they choose. 
If the directors of a holding company should decide – and 
there are perfectly valid reasons for their doing so — that 
there should be one auditor throughout the group, they 
should be free to appoint the holding company auditor – 
who has been appcinted by the shareholders of the holding 
company – to be the auditor of all the subsidiaries. The 
holding company auditor who accepts appointment in these 
circumstances must not be thought to have acted in any 
way improperly merely by so doing. 

At the same time the holding company auditor, in turn, 
must not be thought to have acted in any way improperly 
if, because of the particular circumstances of the group or of 
any of the companies in the group, he conscientiously 
believes and says, that he canrot accept responsibility for 
reporting on the group accounts unless he is auditor of all 
the companies in the group. The holding company auditor 
must know: that he puts the company in the position of 
having to decide whether to reappoint him or to appoint 
someone else in his place; but there may well be circum- 
stances in which the view taken by the holding company 
auditor is the only one which could be taken. 

Furthermore, wkere a holding company auditor after due 
inquiry and conscientious exercise of judgement forms the 
opinion that he is not prepared io rely on a subsidiary com- 
pany auditor, he is obliged to say so and to act accordingly 
and he must not be thought to have acted in any way im- 

‘properly merely by so doing. This is an area in which the 
recognized professional accountancy bodies might well find 
it appropriate to prescribe rules of conduct to be observed 
in the interests both of society and of their members. 


General 


I have not in the course of this paper offered any opinion 
as to what is the prevailing current practice in relation to the 
matters dealt with. On this subject, as in many areas of 
professional accountancy practice, factual data is not 
available. My impression is, however, that practice varies 
considerably; and that views as to what practice should be, 
vary considerably. Consultation between auditors does take 
place. The extension of this practice has gained in momen- 
tum since the publication of a statement" on the matter by 
the English Institute in April 1965. However, the nature, 
extent, timing and formality vary. It would be difficult at 


19 Referring only to the accounts of the тоо largest United 
Kingdom companies - using the list prepared by the London Stock 
Exchange based on size of market value of quoted equity capital 
at March 31st, 1964 —it is seen that, although fifty firms of 
auditors were respons:ble for the audit of these accounts (including 
the second, and in some cases third, auditor in joint appointments), 
four of these firms among them held appointments as auditors in 
fifty-six companies, in fifteen cases jointly with firms outside this 
four; and two of these firms between them held appointments as 
auditors in thirty-nine companies, in fifteen cases jointly with other 
firms. However, in eighty-one cases the audit reports made 
references indicating that the accounts of certain subsidiaries had 
not been audited by the holding company auditor; of the remaining 
nineteen companies, five did not submit group accounts. 


11 Statement on Auditing No. 5 ‘Auditors’ Reports on Group 
Accounts’; The Institute of Chartered Accountants in England 
and Wales. 
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this date to say with assurance what was the general pattern 
of established good practice. There are certainly still cases 
wheze no consultation takes place and there is no contact 
between auditors. This could be unexceptionable, where the 
holding company auditor after full consideration is satisfied 
to rely on, and in the circumstances has no need for further 
information from, the subsidiary company auditor. It could 
be Бэгацве the holding company auditor does not accept the 
view that his duty takes him beyond the audited accounts of 
the subsidiary and perhaps indeed takes the view that it 
wou.c be not only unnecessary but wrong for him to do so. 

Wide divergences of practice may sometimes be repre- 
sented within the profession as manifestations of the 
flexib-lity of approach and unfettered exercise of judgement 
necessary for the discharge of professional responsibility. 
"There is a real danger that, on a critical analysis, this may be 
found rather to be evidence of an absence of a sufficiently 
coherent or rational theory, setting the parameters of con- 
duct in a particular situation. This is the context in which I 
suggest this problem should be discussed in this Summer 
Schccl. 

Of е importance of the matter І am in no doubt. In my 
introduction to the paper I cast doubt as to whether audit 
responsibilities as presently conceived are the appropriate 
ones in discharge of the social function of the audit at the 
present time. I am convinced that the next decade will see, 
both by practice and by enactment, alterations in the 
auditcr’s responsibilities to shareholders and in the examin- 
ation carried out to meet these responsibilities. The present 
audit responsibility, conceived in the context of the nine- 
teentk century against a background of the function of 
accounts as an historical record of financial stewardship, 
and developed in the twentieth century to meet the more 
exacting requirements of accounting for larger and more 
complex units of business, but still against the same back- 
ground, is no longer adequate. This responsibility remains; 
it is not diminished. But society is concerned not only with 
an account of stewardship in the sense of custodianship; 
stewerdship has a wider meaning embracing efficient 
utilization of resources, requiring efficient financial manage- 
ment, rational financial decision making, rational planning. 

Ary extension of the concept of the accountability of 
manegement in this way must bring with it an extension of 
audit responsibility. In my view, opinion is moving towards 
this extension. In the field of auditing this is both exciting 
and challenging but it brings a new dimension to the work 
requiring the highest competence and the most penetrating 
examination. 

I ёс not propose to elaborate the theme here. My reason 
for irtroducing it is to add emphasis to the need to resolve 
any d:fficulties there may be in the matter which is the 
subject of study. The highest standards of communication, 
consukation and co-operation between the auditors in a 
group are vital for any extension of responsibility in the 
direczion I have projected. 

Finally, it appears to me that a failure to resolve the 
problems of the relationships between auditors in a group 
must :nevitably lead to appointment of the single group 
auditor. This possible concentration of audit work and 
respcrsibility requires to be considered both as a matter of 
publi: policy and of professional policy. In my preamble І 
made zlear that I did not conceive it my responsibility to 
resolve the issues but to present them. I pass no judgement 
on this one; the profession cannot avoid doing so. 


(Concluded.) 
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We, at CSB, are geared for large-scale and complex 
operations. If necessary, we can reserve up to 10,000 
hours per week for you. 10,000 hours of fast, accurate 


key-punching at competitive rates. Our key-punching 


consultants, working Їп a large international data- 
processing centre (incidentally, we operate a powerful | 
Univac 1107 computer) know the quickest way to a 
computer's heart! Their advice on document layout and 


card design is yours for the asking – free. And, of course, 
we have full facilities for transferring your punched card 
data on to magnetic tape. Streamlined packaging and 


delivery methods, too, are at your service to ensure that 


documents and output are received safely and on 
schedule. Please phone, or write to, Mr John Bodycote, 
A.C.A., at Computer House, Birmingham, or at CSB 
„Computer Centre, London. 


COMPUTER SERVICES (Birmingham) Ltd 
Computer House 
143 Bromsgrove Street Birmingham 5 


Telephone 021 MID 8051 


LONDON COMPUTER CENTRE L "CARD PUNCHING | 


233 Shaftesbury Avenue 


Telephone сре 2981/5 : Ss E R МІ C E 5. 
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NOW І.С.Т. offer a commercial language compiler that gets 
a computer into action quicker—and so makes it productive 
earlier. New 1900 Series COBCL is a full-scale COBOL. 
Written in basic English in a standard format, it is easy to 
learn, write and amend. And it can be used on computers 


costing as little as £70,000. 


Savings from the Outset 

The new full-scale COBOL compiler has pro- 
grams ready, tested and running much quicker 
because it needs only one-fifth of the pro- 
gram-writing time of low-level languages and 
one-fifth the (assembly code) debugging time, 


Savings on the Run | 

Program developmert and ad hoc jobs can 
be dealt with faster during normal running 
because less programmer and machine time is 
needed for necessary —but unproductive— 


testing. Typical compilation speed: 600° · 


statements per minute, 

Special note: Because COBOL documenta- 
tion is standard, not only are programming 
trainirg costs reduced, but the same program 
can te carried through without delay even if 
there is a change in programming staff. . 

For detailed information about COBOL in 
full-scale and compact versions, please get in 


touch with International Computers and . 


Tabuletors Limited, 85-91 Upper Richmond 


Road, Putney S.W.15, 
ICT 


{ Hi COBOL -yet another plus for Management 
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Current Law 


Family Provision: No Jurisdiction to 
Sanction Compromise 


HE deceased in Re Knowles, Knowles о. Birtwell ([1966] 

2 АП E.R. 480, note), by his will bequeathed pecuniary 
legacies totalling some £16,000 and made residuary be- 
quests. He made no provision for his widow and died on 
June 21st, 1962, leaving a net estate of the order of £16,755. 
On January 9th, 1963, his widow applied by summons 
under the Inheritance (Family Provision) Act 1938 (as 
amended), for reasonable provision to be made for her out 
of his estate, and that such representation orders be made 
as to the Court might seem proper. The third defendant 
was authorized to defend the proceedings on behalf of the 
pecuniary legatees and the fourth defendant on behalf of 
the residuary legatees, the pecuniary legatees and the 
residuary legatees to be bound by any order made in the 
proceedings, but it became clear that the pecuniary legacies 
would have to abate and that the residuary legatees would 
receive nothing, and the latter were not represented. 

On an application to the Court to approve the terms of a 
compromise agreed to by the pecuniary legatees by which 
the pecuniary legacies were to abate and the widow was to 
receive a sum of £2,000, it being claimed that Order 104, 
Rule 6, or alternatively Order 15, Rule 13, of the Rules of 
the Supreme Court enabled the Court to bind the interests 
of those not parties to the proceedings, Stamp, J., held, 
first, that the case not being one in which the Court could 
make the proposed order, the estate being too large, 
Order 104, Rule 6, had no application; and, secondly, that 
the Court had no inherent jurisdiction to bind absent 
parties to a compromise and that an application for геазоп- 
able provision to be made out of the net estate of the 
deceased was not a proceeding ‘concerning the administra- 
tion of the estate’ of the deceased within the meaning of 
Order 15, Rule 13 (1) (а), so that there was no jurisdiction 
under Rule 13 (4) to sanction a compromise on behalf of 
such absent parties. 

(Note. - Now by virtue of section 4 of the Family 
Provision Act 1966, the Court has jurisdiction to order a 
lump-sum payment irrespective of the size of the estate.) 


^ 


Appeal by Garnishee 


HE judgment creditor in Hale v. Victoria Plumbing Co 
Ltd and En-Tout-Cas Co Ltd ([1966] 2 All E.R. 672), 
having recovered judgment against the judgment debtor 
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for £256 135 10d, obtained a garnishee order nist pursuant 
to Order 45, Rule т, of the Rules of the Supreme Court 
against the garnishee on the ground that the garnishee 
was indebted to the judgment debtor. Although it was not 
stated in the judgment creditors affidavit, the alleged 
indebtedness arose out of payment for work which the 
garnishee had subcontracted to the judgment debtor 
but which it was alleged on behalf cf the garnishee had been 
carried out badly. As a result the garnishee contended that 
it had claims against the judgment debtor exceeding in 
amount the sum claimed from the garnishee by the 
judgment debtor. 

On appeal by the garnishee against a garnishee order 
absolute made by the District Registrar, the Court of 
Appeal held that since claims arising out of the same 
transaction between two parties can be set off against each 
other under Order 18, Rule 17, and since this set-off seemed 
likely either to extinguish the judgment debtor's claim or 
to leave only a small balance due, the garnishee order would 
be set aside. 


Winding-up: Preferential Debt 


HE company in Re С. W. & А. L. Hughes Lid ([1966] 
T All E.R. 702), building contractors, engaged ‘labour 
only’ subcontractors to carry out part of building work 
undertaken by the company, the materials for this work 
being supplied by the company. The company would 
decide what work should be done on a ‘labour only’ basis, 
would fix the price which it was prepared to pay, and would 
offer the work to a gang leader, who could accept or reject 
it. The members of the gang would be recruited by the 
gang leader and the size of the gang might vary. The dis- 
tribution of the work contracted for among the members 
of the gang was a matter for the gang leader and the pay- 
ments were made to him alone, division of the money 
being also a matter for him. 

The company paid the gang leader weekly sums on 
account, after inspection of the work in order to ascertain 
the sum to be paid. No payment was made for bad work 
or for time lost by bad weather. No deduction was made by 
the company in respect of P.A.Y.E. nor did the company 
concern itself with the men’s National Insurance contri- 
butions. It made no contribution in respect of the gangs 
to the holiday scheme which it operated for the benefit 
of its own employees. It did not control the hours of work 
of the gang members. | 

On November 28th, 1960, the company resolved to 
wind up voluntarily and a liquidator was appointed. The 
company’s bank had granted overdraft facilities to the 
company for the operation of a wages account. At the date 
of the winding-up £3,843 6s 104, part of the overdraft, 
represented payments to subcontractors as wages on a 
‘labour only’ basis during the four months preceding the 
winding-up resolution. The liquidator refused to treat 
the payments as being made ‘on account of wages or salary’ 
within section 319 (4) of the Companies Act 1948. 

On a summons taken out by the guarantors of the over- 
draft for an order that the liquidator should so treat them, 
Plowman, J., held that the contracts between the company 
and the gang leaders and the members of their gangs did 
not create the relationship of master and servant; the 
contracts were contracts between employer and sub- 
contractor, namely, the gang leader, and the sum of 
£3,843 6s 10d advanced was not given priority by section 
319 (4). 


ТНЕ 


& АССООМТАМТ 


Company: Charge on Eook Debts 


"ГНЕ plaintiff company in Parl & Frank Lid v. Discount 

Bank (Overseas) Ltd ({1965] 2 All E.R. 922) completed 
in January 1961 a letter of authority to the second defendant, 
the Board of Ттаде Exports Credit Guarantee Department 
('E.C.G.) authorizing E.C.G. to pay direct to the 
first defendant any moneys wh.ch might become payable 
under a policy then in preparation for the insurance of the 
liabilities of foreign customers o7 the plaintiff company. On 
January 27th, 1951, the first d2fendant discounted a bill 
of exchange accepted by foreigr purchasers of goods from 
the plaintiff company and paid to the plaintiff company 
£4,212 25 xod. The E.C.G. роћсу, which was completed 
on March.8th, 1961, provided for payment by E.C.G. 
of бо per cent of any loss sustained in connection with 
export transactions, including the sale of goods. The bill 
was not met on presentment in May 1961. In July 1961 à 
petition for the compulsory winding-up of the plaintiff 
company was presented and an order made. In April 
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1962 a payment of £2,753 155 6d was made to the first 
defendant under the policy, the foreign purchasers having 
beccme bankrupt. 

Ir. an action by the plaintiff company and its liquidator 
for a declaration that the letter of authority created a 
charze on book debts within section 95 (2) (e) of the Com- 
parizs Act 1948, and that the charge was rendered void 
for want of registration by section 95 (x), Pennycuick, J., 
heli that in determining whether any charge was a charge on 
bock debts within section 95 (2) (e), regard must be had to 
the items of property forming the subject-matter of the 
charze at the date of its creation, and where the item of 
prorerty at that time was the benefit of a contract which did 
not then comprehend a book debt the contract could not be 
brought within section 95 merely because it might ul- 
timately result in a book debt; in the present case the 
E.C.G. policy did not comprehend any book debt at 
the date of the letter of authority and accordingly the charge 
created by the letter of authority was not rendered void 
by section 95 (1) for want of registration. 








Finance and 
Commerce 





Bonochord 


NYONE who considers that layout, presentation and 

print are not part and parcel of good company reporting 
would be well advised to beg or Lorrow a copy of the 1966- 
67 report and accounts of Bonocaord Ltd. This column, in 
the course of a year, scans literally thousands of sets of 
accounts and it is not an exaggeration to say that the vast 
majority of reports of companies of the size of Bonochord 
are rarely worth a second glance, once the first has shown 
that the auditors are satisfied znd that the accounts are 
presented in the seme way as hurdreds of others. 

Rather like the panel membe-s on Juke Box Jury who 
indicate that one particular car-splitting noise will not 
be a ‘hit’ because it is the sam» as so many others, one 
function of this column is to look for the out-of-the- 
ordinary. The Bonochord acccunts immediately registered 
a ‘hit’, since they stood out during the scanning of a number 
of reports whose principal featu-e was their mediocrity. 

Not that the Bonochord accouats break any new ground 
in content, although the report о? profits of each individual 
company in the group may be ncted. The impact comes in 
the presentation of the figures amd in the layout which, in 
combination, give the impression of an active organization 
knowing where it is going. 


Achievement 


Shareholders of some years standing in the company will 
remember that six years ago the company was going one 
way — downhill; and it took a capital reorganization in 
1963, an inverted take-over, injection of new interests 
and changes in management to put things right. In 1963 
three-quarters of the equity was written off and subse- 
quently the acquisition of the Ingrams Group brought in 
Mr Stanley Ingram who is presently chairman. 

He opens his statement accompanying the accounts by 
saytrg "This has been a year of great achievement by your 
company; a year when our forecasts have been exceeded 
and all promises made last year have been kept’. Profits of 
£6c,200 were forecast last year when £43,000 of convertible 
loar: stock was issued on a rights basis. Profits, it will be 
seen, were in fact £78,911 and the equity returned to the 
dividend list with a 123 per cent total payment. 

Bcnochord Ltd specializes in the manufacture, export, 
impcrt and wholesale distribution of hearing aids. Ingrams 
Hearing Aids Ltd is described in the report as ‘Hearing 
Aid Consultancy and Ophthalmic Opticians’. Shepherd 
Finance Ltd is engaged in hire-purchase and instalment 
crecit finance, and the Ambassador Group – the newest 
Boncchord member — is a printing concern and, naturally 
enogh, printed the report and accounts . 


Simolicity 
The comparative simplicity of the accounts allows the 
generous use of space in their presentation as well as the 
use of large type, and our reprint cannot begin to do 
just-ce to the original. The ‘Results at a glance’, for example, 
аге 521 out over a full page, and ‘Company statistics and 
information’ over a double-page opening which in itself 
dires:s far more attention to the figures than would have 
been the case had they been presented in cramped space. 
Acquisition of the Ambassador Group is the first stage in 
a diversification process which is to be pushed ahead 
vigorously. Under the managing director there has been set 
ир г team specializing in the research and development of 
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few projects, and there is a dual policy of improving income 
from existing operations and broadening the operational 
base by acquisition of new interests. 

A legacy of acquisitions is a comparatively heavy goodwill 
item – reduced by £22, 500 to [127,500 . in the latest 
accounts. The intention is ‘to continue this reduction and 
eventually to remove this item from the balance sheet’. 
Bonochord has a three-man board consisting of Mr Ingram, 
Mr E. F. Uden, the managing director, and Mr Bernard 
Т. Miller, к.с.А. Mr Miller’s appointment to the board 
has meant that Aveyard Miller & Co have retired as the 
company’s auditors, Messrs-S. H. Nunnerley & Co, 
Chartered Accountants, of Tunbridge Wells, having been 
appointed in their place. 


Accountants and auditors 


This change gives rise to a small but none the less interesting 
matter that this column does not recall having previously 
noted in a company’s report. Under ‘Directors and Offices’ 
there appears: Auditors — S. Н. Nunnerley & Co; 
Accountants — Aveyard Miller & Co; and Brokers – Victor 
Levett & Co. It is unusual to see the name of the company’s 
.stockbrokers so prominently displayed іп any company’s 
report, as is the distinction made between the accountants 
and the auditors. 

The auditors are satisfied that the accountants have kept 
‘proper books’ but make the point that the accounts of one 
of the subsidiary companies have been audited by another 
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firm – which presumably refers to the South African 
subsidiary. 

'The Bonochord administrative and accounting staff and 
home and export sales direction are now under one roof at 
their new headquarters in Beckenham to which a move was 
made during the financial year. This was an integral part of 
a group reorganization which, after considerable tribulation, 
now seems to be working out well. Certainly the general 
appearance of this latest report suggest$ a vigour which 
ought to earn its due reward. ' 





RESULTS AT A GLANCE 
BONOCHORD LIMITED and its Subsidiary Companies 





Year 9 months 
March March 
1967 1966 
Group Turnover £948,214 £599,446 
Group Profit before Tax £78,911 £37,190 
Ordinary Share Capital and Reserves £289,100 £289,201 
Ordinary Dividends 
interim paid 28th February 1967 24595 Nil 
Final proposed 10%; Nil 
Total for year 124% Nil 
Group Profit before tax to Ordinary 
Capital and Reserves 27%, 133% 
Number of times gross dividend covered 2.2 — 





CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the year to 31st March 1967 


BONOCHORD LIMITED and its Subsidiary Companies 


NOTES ON THE PROFIT AND LOSS ACCOUNT 
These Notes Form Part of the Accounts for the Year to 3156 March 1967 





Year 9 Months 
(see opposite) L4 LÀ 
Turnover | А 7 948,214 599,446 
Profit before Tax у B 78,911 37,190 
Tax on the profit of the year с 27,659 18,849 
Profit after Тах аза "78,344 
Deduct: 
Exceptional items arising during the year D 2,654 — 
48,598 18,341 
Add: 
Profit brought forward 6,917 11,424 
Deduct: | 
Amount used to reduce Goodwill 17,500 — 
38005 — 6317 
Dividends 
Interim of 2195 4,039 А — 
Proposed final 10% 16,649 — 
20679 — 
Income Tax payable thereon 14,522 2 — 
овим» — — 
Unappropriated Profit carried forward ^ £2816 £6,917 
Bonochord Limited £3,137 £13,233 
Subsidiary Companies £5,953 £20,150 


























1 1256 
A. Turnover includes the interest and charges made by 
Shepherd Finance Ltd., not the sums advanced 
B. Profit before Tax 
The profit is after the following charges: 
Directors’ Remuneration 
For services as Directors 250 562 
For management services 21,464 22,396 
For compensation for loss of office — 6,940 
21,714 29,898 
Audit Fee 2,000 2,600 
Bad Debts less recovered 5,928 5,696 
Depreciation 27,004 ` 15,455 
£57,253 £53,049 
C. Taxation 
United Kingdom Corporation Tax at 4094 20,251 13,200 
Less Adjustments for prior periods 812 2,427 
19,439 15,627 
Overseas B,220 3,222 
£27,659 18,849 








The charge for United Kingdom Taxation is after relief of £9,950 in respect ‘of 
losses brought forward of Bonochord Limited. 


D.- Exceptional items arising during the year 
Formation expenses for new South African companies 216 


Legal and Professional charges re acquisition of 





Ambassador Printing companies 1,586 
Part expenses regarding issue of Loan Stock 852 
£2,654 
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CITY NOTES 


To Асы operations and an acute share shortage 
continue to combine as the main propulsion force in 
the equity sections of the stock-market. 

At the other end of the market there are recurring 
doubts about the course of gilt-edged. Hopes of lower 
Bank rate, which looked realistic before the Middle East 
crisis developed, can hardly be put in that category now. 
An early Bank rate cut would certainly be a surprise. 

It is acknowledged that, had it happened a year ago, the 
Middle East position would have caused a run on sterling 
which the authorities would have had extreme difficulty in 
containing. But it is doubtful whether, even now, sterling is 
in sound enough shape to live with a Bank rate reduction, 
particularly in view of the balance of payments aspect of 
the turn of Middle East events. So far this position has not 
had any effect on the equity market but it may do if it 
should mean the delay of anticipated reflationary measures. 


ж * * * 


HE great 1967 merger boom which began as just that — 

a matter of mergers — has now developed aggressively 
into a matter of take-overs directed against apparently un- 
willing sellers. The majority of the major bids are now 
strongly contested. Even in the brewery trade where these 
things are usually amicably arranged, aggression was the 
case in the Bent's Brewery battle. It is always open to doubt 
whether a take-over, bringing one company unwillingly into 
the orbit of another, works for industrial good. There is a 
known case where one company gained control of another, 
and much smaller, concern at a higher price than intended 


because of a strong bid defence and then virtually left the 
company to show by its performance that the profit fore- 
casts on which the defence was based were false. This is an 
extreme example, admittedly, but the difference between 
actual earnings and those quoted in a successful bid defence 
sugzests that successful bidding may involve an eventual 
effective price well above that actually paid for the capital 
of the company concerned. The cost of a bid does not end 
wita the size of the finally successful terms. 


* * * * 


BRUPT nationalization of banks in Tanzania is recorded 
with ‘shock and sadness’ by Sir Frank Hawker, chair- 
man of the Standard Bank. Defending the operations of 
international banking organizations, Sir Frank maintains 
that the continued presence of the large overseas banks is 
of substantial benefit to local economies. А nationalized and 
purely domestic banking system, he writes, in his annual 
review to shareholders, can have only the strength and 
flexibility of the Government that owns it and of the country 
which the Government represents. Confidence in it will be 
commensurate with confidence in the Government and the 
system itself can become in some sense a political instrument. 
Sir Frank acknowledges that, after independence, 
African Governments want to take a more active part in 
economic affairs and to set up indigenous institutions of one 
sort or another. But he believes that nationalization of the 
banks and certain industries in Tanzania ‘must seriously 
retard economic development and delay the advancement 
of the people’. 


©; 


RATES AND PRICES 


Closing prices, Tuesday, “uly 4th, 1967 
Tax Reserve Certificates: Companies 32% (24/6/67); 22% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate, А Money Rates 
Day to d -549 Bank Bills : 
Jan. 3, 1963 4% July 14, 1966 .. 7% 7 deys. БЯ m Ii as 2 под .. 519-5169 
Feb. 27, 1964 .. 5% Jan. 26, 1967 .. 64% - Um. 5 21507 
é Fine Trade Bills 3 months .. 544-535% 
Nov. 23, 1964 .. 7% Mar. 16, 1967 .. 6% 3 months 64-7% 4 months zis i 
June 3, 1965 6% Мау 4, 1967 3% 3 топта ў. иф 1022 1 
6 months 64-72% 
Treasury Bills А Foreign Exchanges 
April28 .. £5 8s 2:994% June2 .. £s 55 5494% New York 2778 8$ Frankfurt iri3l 
Mays... £5 42 8-35d% Јипед .. £s ss гола Montreal.. 3'01 Milan 1740 
May 12 45 45 5'414% June 16 .. £5 ss 52549) Amsterdam 10°04 5 Oslo 19:94. 
Мау 19 #5 45 383d% jJune23 .. £s 55 6'ood% Brussels 138-38} Paris 13:66 i$ 
May 26 #5 45 11°47d% June30 .. £s 5s бо24% Copenhagen 19:33 de Zürich 12'04 
Gilt-edged 
As well as the usual prices quoted at the close of business 
on press day, we also give below the quarter-end prices. 
June 30th, July 4th June 30th, Fuly, 4th | 
1967 1967 1967 1967 
Consols 4% 5уфха 57% Funding 6% 1993 90% got 
Consols 24% " ig ай ..  36ixd 364 Savings 3% 60-70 .. до до 
Conversion 34% .. 23 v .. 52 51% Savings 3% 65—75 .. 778 77 
Conversion 5% 1971 - as ..  95ixd 95% Treasury 64% 1976 тог 101% 
Conversion 54% 1974 is s .. 92$ 92% Treasury 35% 77-89 76% 75% 
Conversion 6% 1972 ds vs .. 9835 . 98 Treasury 34% 79-81 74i 73i 
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Reviews 


Office Administration 


by GEOFFREY MILLS, А.С.1.5., М.В.І.М., F.I.0.M., and OLIVER 
STANDINGFORD, F.C.C.S., Е.В.І.М., Е.І.О.М. 


Sir Isaac Pitman & Sons Ltd, London. 305. 


Work Study in the Office 


by Н. Р. CEMACH, Е.С.А., F.LL., 
F.INST.W.S. 


Maclaren & Sons Ltd, London. 3 55. 


Office administration tends to be one of those ‘business 
games’ that every office manager feels he can play superbly 
well but which only a few succeed in mastering to perfec- 
tion. 

The first of these volumes has been edited under the 
aegis of The Institute of Office Management and it sum- 
mons in aid a panel of contributors that commands a wide 
range of expertise covering many facets of the subject. 
Indeed, one of the major problems in producing a book of 
this nature is to decide which aspects can safely be omitted. 

Тће editors have grouped the contributions under six 
main headings, Office organization, Control, Staffing, 
Supervision, Legal aspects and Planning, and within this 
range of subjects they include much useful advice that is 
capable of fairly general application. However, in their 
evident desire to cover as wide a field as possible, the 
editors have probably been over-ambitious in attempting 
to embrace such specialist subjects as internal auditing and 
budgetary control within the compass of a few pages. 

It was produced as a textbook for students preparing for 
the Diploma in Office Management and the Diploma in 
Organization and Methods but recently-qualified account- 
ants who are intending to make their careers in industry 
or commerce will find it to be of value. 

The second volume, by an accountant who has specialized 
in the consultancy field, concentrates on a narrower front 
and in consequence can afford a more sophisticated and 
searching approach to its subject. 

Clerical work has shown considerably more resistance 
to the attentions of the work study practitioner than have 
most other areas of industry and commerce, and it is still 
very much the exception to find a firm that has applied its 
principles to clerical procedures with whole-hearted deter- 
mination. 

Accountants are often the initiators of new clerical 
routines and they must therefore bear much of the responsi- 
bility for ensuring that the organization of this work is 
planned to achieve the maximum economy of effort and 
simplicity of prócedure. Many quite modest but significant 
economies are the result of applied common sense - the 
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.author quotes the example of the virtual abolition of the 
.practice of issuing receipts which came about quite for- 


tuitously as a result of a widespread misunderstanding by 
business men of the intended purpose of the Cheques Act 
1957. Other reforms require considerably more detailed 
application of work study principles and it is to this book 
that practitioners who wish to apply these methods in the: 
office can turn for a straightforward and uncomplicated 
explanation of the appropriate techniques. 


Handbook of Business iVlathematics 
Second edition, by Witt1am R. MiNRATH. 
Van Nostrand Co Inc., New Jersey. $9.85. 


This is a revised edition of an established work which pro- ' 
vides both explanation and simple illustrations of every 
type of calculation which the accountant-cum-business man 
may encounter. The range of topics is wide, from simple 
fractions and equations, to the basic principles of differential 
and integral calculus as well as the customary treatment of 
interest rates, annuities and loan repayments. 

This work will certainly serve as a useful reference manual 
for any practitioner, not least in view of the numerous 
tables the author provides. In consequence the book may 


' seem rather expensive to the British reader. 


Ivamy’s Casebook on Mercantile Law 
by E. В. Harpy Ivamy. 
Butterworth & Co (Publishers) Ltd, London. 252. 


This is a companion volume to Professor Ivamy’s other two 
collections of cases and will meet the needs of serious 
students of the subject. The merit of the work is that in 
addition to setting out the facts and the decision given, 
each case is preceded by a statement of the principle 
involved and the author has extracted from the judgment 
the pertinent sections thereof. The cases deal with agency 
contract, negotiable instruments, carriage by sea, insurance, 
partnership, and sale of goods. 


RECENT PUBLICATIONS 


Newnes ENCYCLOPEDIA OF BUSINESS MANAGEMENT, com- 
piled and edited by Oliver Standingford, F.B.1.M., F.I.0.M., 
F.C.C.S. 637 pp. 10 X 7. 126s. George Newnes Ltd, London. 

Business BUDGETING AND CONTROL, third edition by J. 
Brooks Heckert, c.p.a., and James D. Willson, c.p.a. 
vits590 pp. 9X6. $12.00 net. The Ronald Press Co, 
New York. 

FINANCIAL INFORMATION FOR EXECUTIVE MANAGEMENT, by 
N. Thornton, r.C.W.A., A.M.B.LM., М.І.О.М. 180 pp. 
84 X 5$. 425 net. Gee & Co (Publishers) Ltd, London. 

Dymonp’s DraTH DuriES, second (cumulative) supplement 
to the fourteenth edition, Бу R. К. Johns. хіх--157 pp. 
9E х6. 30s net. The Solicitors’ Law Stationery Society 
Ltd, London. 

FAYOL ON ADMINISTRATION, by M. B. Brodie. xii+46 pp. 
8 X 54. тог ба net. Lyon Grant & Green Ltd, London. 
Cost Accountancy, Бу W. M. Harper, A.C.W.A. М. & Е. 
Handbook Series. хііі--336 pp. 7$ X 5. 155 net. Macdonald 

& Evans Ltd, London. 

EMPIRICAL RESEARCH IN ACCOUNTING: Selected Studies 1966. 
233 pp. 10 X 7. $2.00 net. Institute of Professional Ac- 
counting, Baltimore. ` 


"'[hese books may be obtained pum or through, Gee & Co 


(Publishers) Ltd, The -City Library, 151 Strand, London WCz. 
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PROFESSIONAL NOTICES 


Messrs ARTHUR ANDERSEN & Co of 
St Alphage House, Fore Stree-, Lon- 
don ЕС2, announce that Mr Davin R. 
Kaye who has for some years been in 
charge of their operational research 
practice in London has been admitted 
as a principal as from July 1st, 2967. 


Messrs Brypen & Co, Chartered 
Accountants, of Scarborough, 
PuLLEYN Незвітох & Co, Chartered 
Accountants, of Scarborough and 
Bridlington and ROBINSON, COULSON 
& Co, Chartered Accountants, of 
Scarborough and Filey annource that 
they have merged their practices as 
from July rst, 1967. The new firm 
will practise under the neme of 
Coutson & Co, Chartered А-соџпі- 
ants, at 2 Belgrave Crescent. Scar- 
borough, Rowan Chambers, 27 Rut- 
land Street, Filey and 32 Qua” Road, 
Bridlington. The partners in the 
new firm will be Mr Т. Eupson, 
к.С.А., Mr J. A. BRYDEN, Е.С.А., Mr 
J. К. Snow, rea, Mr С. С. 
HESELTON, F.C.A., Miss E. M. GREGORY, 
A.C.A, Mr В. COLLISON, a.ca., Mr 
D. STAGG, aca. and Mr L. В. 
BRADSHAW, B.A.(ECON.), A.C.A. 


Mr W. В. CARTER, М.А., F.C.A., has 
resigned from the firm of 'CARTER, 
CHALONER & Kearns with effect from 
June 17th, 1967. The practice will be 
carried on by the remaining partners 
and the name of the firm will remain 
unchanged. Mr Carrer has entered 
into partnership with Messrs ARTHUR 
J. BURDEN, БА. and RONALD 
EAGLESFIELD, A.C.A., and they are now 
practising as RoGER CARTER, BURDEN 
& Co, in association with Brever & 
STRUTHERS, at Old Colony House, 
South King Street, Manches-er 2. 


Messrs Wm CHAbWICE, Noon, 
ExswortH & Kemp, Chartered Ac- 
countants, of Liverpool, announce 
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that as from July rst, 1967, the firm 
will be known as Снарулск & Со. 
The partners will be Mr A. W. Lowe, 
О.В.Е., Е.С.А., J-P, Mr WILLIAM А. 
Lowe, F.c.a., Mr С. Е. ELSWORTH, 
Е.С.А., Mr А. CLIFFORD Noon, Е.С.А., 
Mr Martin І. Kemp, Е.С.А., Mr 
Davin J. LOWE, A.C.A., and Mr С. І. 
Kemp, Е.С.А., will be consultant. 


Messrs FINCHAM, VALLANCE & Co, 
Chartered Accountants, of 3 and 4 
Clement’s Inn, Strand, London WC2, 
announce that on July 15, 1967, they 
admitted into partnership Mr J. A. Т. 
SAYWELL, A.C.A., who served his 
articles with the firm and has been a 
senior member of the staff for several 
years. ; 


Messrs Jackson, Prxtey & Со, 
Chartered Accountants, of London, 
announce that Mr PETER LENDRUM, 
Е.С.А., Mr PHILIP LANGTON Forwoop, 
A.C.A, and Мг ўонх MICHAEL 
FLETCHER, A.C.A., who have been 
members of their staff for a number of 
years, have been admitted to the 
partnership as from July 1st, 1967. 


MR E. С. KINGHORN, B.A., Е.С.А., 
announces that he has ceased to prac- 
tise at 91 Kirkgate, Bradford, as from 
n 30th, 1967, and retired from that 
ate. 


Messrs LANDAU, MORLEY & SCOTT, 
announce that Mr PETER PULHAM, 
F.C.4., has been admitted into partner- 
ship at their Stratford office with 
effect from July 1st, 1967. 


Messrs TuRQUAND, Youncs & Со 
announce that they have admitted to 
partnership as from July rst, 1967, Mr 
W. С. BRADFIELD and Mr Н. Р. Gorp, 
both of whom have had many years' 
service with the firm, and Mr D. G. 
SHERRIFF who has recently returned 
from practice in the Far East. 


Messrs Watson Соцах & Co, 
Chartered Accountants, announce that 
Mr Н. С. Laux, F.c.a., has left the 
partnership with effect from June 
30th, 1967. The practice will be 
continued by Messrs J. S. Murr, Е.С.А. 
and E. V. SANDERS, Е.С.А., from the 
offices at Saint Dunstan’s House, 2—4 
Carey Lane, London EC2, and Trans- 
port House, Smith Square, London 
$Wi. . 


Appointments 


Mr Roy A. Cox, Е.С.А., F.C.W.A., 
J.DIP.M.A,, has been appointed joint 
general manager (administration) of 
Alliance Building Society; he will for 
the time being also retain the office of 
secretary. | 
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Mr D. А. Day, F.c.a., has been 
appointed a director of  Rickett 
Cockerell and Co Ltd. He will con- 
tinue to act as company secretary. 


Mr F. A. Heywood, F.c.a., has been 
appointed to the board of Lancashire 
Steel Manufacturing Co Ltd, a com- 
pany in the Lancashire Steel Group. 


Mr F. Hill, A.A.C.C.4., А.С.1.5., head 
of І.С.І. Pensions and Assistance 
Funds Department, is to retire on 
December 31st, after forty years with 
the company. He will be succeeded by 
Mr б. Н. Wills, Е.С.А., at present 
assistant head of the department. 


Mr E. Last, F.c.a., has been ap- 
pointed financial controller and Mr 
D. А. Smith, F.c.a., group chief 
accountant of The -Proprietors of 
Hay's Wharf Ltd. 


Mr N. I. Lowther, Е.С.А., has been 
appointed a director of Carpet Trades 
Ltd, of Kidderminster, and will 
consequently relinquish the office of 
secretary of John Crossley-Carpet 
Trades Holdings Ltd. Mr N. V. 
Grimshaw, F.C.A., has been appointed 
secretary of John Crossley-Carpet 
Trades Holdings Ltd to succeed Mr 
Lowther as from July 1st, 1967. 


Mr Ian Marshall, c.a., has been 
appointed an executive director of 
Dawnay Day, the merchant banking 
subsidiary of Industrial Finance and 
Investment. 


Mr M. В. Meacham, Е.С.А., has 
been appointed management account- 
ant to the Hyde Manufacturing Divi- 
sion of Ashton Bros & Co (Holdings) 
Ltd. 


Sir William Slimmings, С.В.Е., С.А., 
has been appointed a member of the 
London board of the Scottish Amicable 
Life Assurance Society. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN 
ENGLAND AND WALES 
Notification of Examination Results 


Subject to unforeseen circumstances, 
lists of candidates successful at the 
May 1967 Final Part I and Part II 
examinations will be displayed at the 
temporary offices of the Institute, 
56-66 Goswell Road, London ЕСт, on 
Tuesday, July 18th. The lists will be 
published in The Accountant of July 
22nd. 

In addition, each candidate may 
expect to receive by post at the earliest 
on Monday, July 17th, a notice stating 
whether he has passed or failed, to- 
gether with details including any prize 
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awarded or, if unsuccessful, particulars 
of his performance in individual 
papers. 

The Institute cannot give informa- 
tion of results by telephone or tele- 
gram and cannot entertain any inquiry 
as to whether results are available. 


Technical Advisory Committee 


The 15oth meeting of the Committee 
was held in the Council Chamber at 
City House, 56-66 Goswell Road, 
ЕСт, on Thursday, June 29th, at 2 
p.m. There were present: 
Mr L. H. Clark (in the Chair). 
Messrs С. F. Appleton, В. B. 
Arrowsmith, B. E. Basden, R. P. 
Brown, B. Н. Buckley, P. J. 
Cavanna, M. A. Charlton, D. A. 
Clarke, M. J. Croll, N. J. Edwards, 
N. C. Elliott, A. R. English, 
C. R. P. Goodwin, K. J. Hilton, 
A. P. Hughes, W. T. Hunter, 
M.B.E, D. J. Ironside, E. D. 
London, D. Napper, E. J. Newman 
E. R. Nicholson, R. D. Pearce, 
R. F. Prior, B. G. Rose, H. G. 
Sergeant, K. R. Stanley, R. H. 
Taylor, А. С. Thomas, T. I. F. 
Tod, L. R. Turner, б. S. Warburg, 
and J. A. P. Whinney, with Mr 
G. A. Slator, Secretary to the 
Committee. 


Membership 

The Committee congratulated Mr 
J. A. Allen and Mr L. Н. Clark, 
Chairman of the Committee, on their 
appointment to the Council of the 
Institute. 

It was reported .that the following 
members of the Committee had been 
appointed to the Technical Committee 
of the Council: Messrs L. H. Clark, 
W. 5. Hayes, Е. К. Nicholson, J. 
Perfect, B. G. Rose, H. G. Sergeant. 


Matters considered 

It was reported that following prepar- 
ation by the Taxation Subcommittee 
a memorandum had been submitted 
on the Finance (No. 2) Bill 1967, to 
the Chancellor of the Exchequer on 
May 3oth. 


Reports were received on the fol- 


lowing subjects: 

Revision of Members’ Handbook, 
Мао — Treatment of investments 
in the balance sheets of trading 
companies; 

Interest on clients’ money placed on 
deposit; Accounting and auditing 
considerations; Professional inde- 
pendence. 


Future meetings 

The next meeting of the Committee 
was arranged for Wednesday, Sep- 
tember 27th, 1967. 
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CONSULTING COST ACCOUNTANTS 
Information Booklets 


Twin booklets published this week 
by The Institute of Cost and Works 
Accountants relate to those members 
in practice as consultants. The Con- 
sulting Cost Accountant — а six-page 
folder — is described as ‘A guide to the 
services offered by the holders of the 
Institute’s practising certificate’, while 
the List of Holders of the Practising 


. Certificate із a twenty-four page book- 


let listing, alphabetically by name and 
town, all members of the Institute in 
practice as consulting cost accountants. 
Before being awarded a practising 
certificate, a member is required to 
satisfy the Council that since reaching 
the age of 23, he has had (а) not less 
than five years’ experience іп man- 
agement consultancy; (Р) not less than 
three years’ experience in cost con- 
sultancy; (c) consultancy or executive 
experience in not less than thre 
different industries. ` 
Copies of the booklets are obtainable 
on request from the offices of the In- 
stitute, 63 Portland Place, London Wr. 


INSTITUTE OF ARBITRATORS 
Chartered Accountant Elected 
President 
Mr Leslie S. Wheeler, F.c.a., group 
managing director ої Toye & Co Ltd, 
bas been elected President of Тће 

Institute of Arbitrators for 1967-68. 


ESTATE AGENTS COUNCIL 


Mr С. B. Esslemont, С.В.Е., М.А., 
LL.B., B.COM., С.А., F.LM.T.A., City 
Chamberlain of Glasgow, has been 
appointed by the President of the 
Board of Trade as one of the inde- 
pendent members of the Council 
which the ten principal societies of 
estate agents are proposing to set up. 

The Council will lay down minimum 
standards of competence for estate 
agents who wish to register with the 
Council. It intends to draw up rules 


or a code of conduct for estate agents. 


CHARTERED ACCOUNTANTS 
APPOINTED TO MOTOR INDUSTRY 
N.E.D.C. 

Mr І. С. T. Farmer, M.A., Е.С.А., 
J.DIP.M.A., chairman of Rover Co Ltd 
and a past president of the Society of 
Motor Manufacturers and "Traders, 
and Sir Bertram Waring, LL.D., Е.С.А., 
J.DIP.M.A., chairman of Joseph Lucas 
(Industries) Ltd, have been appointed 
members of the National Economic 
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Development Council for the motor 
manufacturing industry. 

The Council will be under the 
chairmanship of Sir Hugh Tett, who 
retires from the chairmanship of Esso 
Ltd at the end of the year. 


IN PARLIAMENT 
Companies: Annual Returns 


Mr Совеівір asked the President of 
the Board of Trade how many com- 
panies during the year 1966 failed to 
complete an annual return within the 
time laid down in section 126 of the 
Companies Act 1948. 

Mr Darun: Seventy thousand 
companies have been informed that 
they failed to forward annual returns in 
respect of the year 1966, and it is 
estimated that a further go,ooo com- 
panies will be so informed. 

Hansard, June 12th, 1967. 
Written answers, col. 24. 


District Auditors: Surcharges 
Mr Говвоск asked the Minister of 
Housing and Local Government on 
how many occasions in each of the last 
ten years district auditors have im- 
posed a surcharge on the members of 
local authorities; and if he will now 
seek to abolish this power. 

Mr MacCott: The following table 
shows the number of surcharges im- 
posed by district auditors on members 
of local authorities during each of the 


last ten years. Number 

of cases 
1957 : 
1958 1 
1959 6 
1960 2 
1961 4 
1962 2 
1963 6 
1964 4 
1965 3 
1966 I 
30 


Of the total of thirty surcharges, 


twenty-three were in respect of allow- 


ances claimed for traveling and 
financial loss. 

As regards the second part of the 
question І have nothing to add to my 
replies to the hon. Member's earlier 
questions relating to recommendations 
of the Maud Committee. 

Mr Joun Газе asked the Minister of 
Housing and Local Government what 
is the value of moneys recovered by 
local authorities in England and Wales 
during 1966 as a result of the activity of 
district auditors; and how much of the 
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money so recovered was recovered from 
members of local authorities. 

Mr MacCorr: Figures are not 
available for 1956, but during the 
financial year ended March 31st, 1966, 
the value of moneys actually recovered 
by local authorities in England and 
Wales as a result of the activities of 
district auditors was £166,111. Of this 
£64 was recovered from members by 
way of surcharge. 

In addition local authorities bene- 
fited substantially as the result of 
süggestions made by district auditors 
which led to increases in income or 
reductions in costs. 


Hansard, June 20th, 1967. Written 
answers, col. 222, Р 


CERTIFIED ACCOUNTANTS’ 
WEEK-END SCHOOL 
About one hundred and fifty members 
of The Association of Certified and 
Corporate Accountants attended a 
-week-end school at St John’s College, 
Cambridge, from Thursday to Sunday 


last. The President of the Association, . 


Mr John Р. Landau, F.a.c.c.a., the 
: Vice-President, Mr E. А. Lediard 
Smith, F.A.C.C.A., together with other 
members of Council acted as chairmen 
at the six business sessions. 

After dinner in Hall on Thurs- 
day, June 29th, the course opened with 
an introductory address by Professor 
A. J. Merrett, Professor of Finance, 
London Graduate Business School. 
The following papers were given dur- 
ing the course: 

‘Financing business’, 
Tribble, B.SC.(ECON.), F.A.C.C.A., 
managing director, Manchester 
Exchange & Investment Bank 
Ltd, Londor ; 

*Management accounting', by Mr 5. 

. Rose, B.COM., F.A.C.C.A., manage- 
ment consultant, Messrs Peat, 
Marwick, Mitchell & Co, Leeds. 

‘Financial planning, control and 
reporting at Ford’s of Britain, by 
Mr А. С. Jones, А.А.С.С.А., А.С.І.5., 
assistant controller, Ford Motor Co 
Ltd, Essex; 

‘Relationship cf marketing and рго- 
duction’, by Mr M. S. Norgate, 
А.А.С.С.А., A.C.W.A., assistant con- 
troller, Ford Motor Co Ltd, 
Essex; 

*Advanced management techniques 
and the requirement of the account- 

.ing system', by Mr J. R. Small, 
B.SC.(ECON.), F.A.C.C.A., Lecturer in 
Accounting, University of Glas- 
gow. 


` "The closing address was given by 


by Mr N. К. 
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the President, in which he thanked all 
the authors for their papers and those 
other members who had given so 
unstintingly of their valaable time and 
experience. It was unan-mously agreed 


that this was one of the most successful 


schools held by certified accountants. 


CARIBBEAN REGIONAL 
ACCOUNTANCY CONFERENCE 
A conference of representatives of 
bodies of chartered and certified 
accountants from Jamaica, Trinidad 
and Tobago, Guyana, and Barbados 
was held in Barbados from June 15th ~ 
16th, under the chairmanship of the 
President of the Barbados Institute of 
Professional Accountarts, Mr E. H. 


‘Walmsley, F.C.A. The conference was 


supported by the Commonwealth 
Foundation. 

Agreement was reached on re- 
commendations to be referred back to 
the Councils of the various bodies, 
including suggestions for the unifi- 
cation of the profession on a West 
Indian basis. The Barbados Institute 
will act as the secretariat in the first 
instance in relation to any develop- 
ments in this direction. 

The Hon. Cameron Tudor, Deputy 
Prime Minister and . Minister of 
Education, joined the conference for a 
short time and took part in informal 
discussions on problems of professional 
education and training of students. 


ASSOCIATION OF LECTURERS 
IN ACCOUNTANCY 


Annual Meeting 


The second annual general meeting of 
the Association of Lecturers in Ас- 
countancy was held at the City of 
London College on June 17th. The 
Chairnan, Mr H. J. F. Harvey, 
F.A.C.C.A., A.M.B.I.M., A.T.LI., reported 
on the progress made during the past 
year and the growing membership and 
strength of the Association. 

The Chairman commented upon 
the valuable work done in the publica- 
tion of the journal, circulation of case 
studies to members, and research 
undertaken into programmed learning 
and overhead projectors. In addition, 
during the past year it had fallen upon 
the Association to meke representa- 
tions in connection with the pending 
reorganization of further education 
and to this end discussions had been 
held and approaches made to the 
accountancy bodies and the Depart- 
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ment of Education and Science. As 
reported in The Accountant of February 
25th, representatives of the Association 
were invited to meet the Minister of 


State, Mr Goronwy Roberts. 


The following officers and committee 
were elected to.serve for the coming 
year: 


Chairman: Mr Н. J. F. Harvey, 
F.A.C.C.A., А.М.В.І.М., A.T.LI. (Lon- 
don). 

Secretary: Mr F. A. Griffiths, A.C.A., 
A.A.C.C.A. (Bournemouth): 

Treasurer: Mr J. S. Knight, вас. 
(ECON.), F.C.W.A. (London). 

Executive Committee: Messrs E. C. D. 
Evans, F.A.C.C.A. (Slough); C. Н. 

` Filder, F.c.4. (Liverpool); А. W. 

Fryer, A.C.A., F.A.C.C.A. (Swansea); 
S. Hall, B.A.(cOM.), F.c.A. (Brad- 
ford); Halmer Hudson, БА. 
(London); J. Hanson, в.А.(сом.), 
A.A.C.C.A. (Wolverhampton); R. C. 
Ind, B.A., A.C.A. (Birmingham); E 
B. Jones, Е.С.А., F.C.W.A. (London); 
F. P. Langley, А.А.С.С.А. (Wolver- 
hampton); T. C. Maysmor-Gee, 
F.C.A. (Birmingham); R. J. Wilson, 
A.C.W.A. (Hendon). 

Mr Harvey also reported that the 
Committee had already established a 
working party to consider the role 
the Association should play in the 
many changes which could be fore- 
seen in the field of accountancy edu- 
cation in the near future. The intention 
was to expand the membership to 
include all accountancy lecturers 
throughout the country; and to pro- 
vide conferences and advisory services. 


CHARTERED ACCOUNTANTS’ 
HOCKEY CLUB 

The Chartered Accountants’ Hockey 
Club defeated Purley H.C. on June 
22nd, by four goals to two. | 

In the first half the Chartered 
Accountants had most of the play and 
were unlucky in not scoring. In the 
second half the team really started 
playing well and Jolly at centre 
forward scored a hat trick. In reply to 
this Purley, scored twice in quick 
succession, but Prior put the result 
beyond doubt by scoring the fourth 
goal after a good гип. 


ANNOTATED TAX CASES 
Part 9 — the concluding part — of 
Volume XLV of the Annotated Tax 
Cases, edited by Mr Peter Rees, of the 
Inner Temple, Barrister-at-law, is 


published today and contains reports, 


with notes on the judgments of thé fol- 


July 8th, 1967 


lowing cases. је пећ v. Myall (Ch.D.); 
jones v. Mason Investments (Luton) 
Ltd (Ch.D.); Murgatroyd v. Evans- 
Jackson (Ch.D.); Eames v. Stepnell 
Properties Ltd (C.A.); Shop and Store 
Developments Ltd v. СТЕ. (H.L.); 
Bates v. С.І.К. (H.L.); Sommerfelds 
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Lid v. Freeman (Ch.D.); Mason v. 
Innes (Ch.D.); Soul v. CLR. (С.А.); 
Buccleuch (Duke of) and Another (Duke 
of Devonshires Trustees) v. С.І.К. 
(H.L.); London and Thames Haven Oil 
Wharves Ltd v. Attwooll (C.A.) 

The index of cases and subject- 
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PART V 


Of the 371 candidates who sat Part V of the Institute's examination on May тбтћ, ryth, 18th and 
rgth, 1967, the undernoted 178 candidates (48 per cent) passed. Their nares appear in alpha- 
betical order and are followed by the names of the firms of the masters to whom they were in- 


dentured or assigned. 


The Institute's Gold Medal 
(for the candidate whose performance over Parts IV and V is the most meritorious) 
Baillie, John (Smith & Williamson), Glasgow ; 
McLeish, Ian Clelland (Scott-Moncrieff, Thomson & Shiells), Edinburgh пе 


Distinction 
(for the six candidates nos performance over Parts IV and V is sufficiently meritorious) 
aillie, John (Smith & Williamson), Glasgow 
Buck, pere Robin (Wallace & Somerville), Ера 
Henderson, William Shields (Thomson McLintock & Co), Glasgow 


McLeish, Тап Clelland (Scott- 


oncrieff, Thomson & Shiells), Edinburgh 


Martin, George Tincie Victor (McCosh, Pritchard & Co), Ayr 
Moore, Robert Clarke (Wallace & Somerville), Edinburgh 


The Canadian Prize 
(for the candidate awarded the Institute’s Gold Medal) 
Baillie, John (Smith & Williamson), Glasgow 
McLeish, Ian Clelland (Scott-Moncrieff, Thomson & Shiells), Edinburgh tie 


The Institute's Prize 
(for the two candidates whose performance in Part V are the most meritorious) 
Buck, Andrew Robin (Wallace & Somerville), Edinburgh 
Baillie, John (Smith & Williamson), Glasgow 


The ў. C. Burleigh Prize 


(for the candidate whose 


erformance in Part V is the most meritorious) 


Buck, Andrew Robin (Wallace & Somerville), Edinburgh 


: The John Munn Ross Prize 
(for the candidate whose performance in Paper 1 of Part V is the most meritorious) 


Armstrong, Ann Miller (Miss) (Mann Judd Gordon & Co), Glasgow 


The ў. C. Burleigh Prize 
(for the successful London candidate whose performance in Part V is the most (and sufficiently) 
meritorious) 


Spence, David Lane (С. F. Middleton & Со), London 


The С. 7. Weir Prize 
(for the "(€ Aberdeen candidate whose performance in Part V is the most (and sufficiently) 
meritorious) 


Black, John Stanley (James Milne & Co), Aberdeen 


The Guthrie Prize 
(for the successful woman candidate whose performance in Part V is the most (and sufficiently) 


meritorious) 
Armstrong, Ann Miller (Miss) (Mann Judd Gordon & Co), Glasgow 


Adam, I. C. (Henderson & Loggie), Dundee 

Allan, A. Мег, (Miller, McIntyre & Gellatly), 
Dundee 

Anderson A. С. (A. & С. М. Davidson Smith), 
Edinburgh 

Anderson, A. W. (Miss) (Brown, Campbell & 
Co), Edinburgh 


Anderson, C. (Davidson, Downie & McGown), 
Glasgow 

Anderson, D. D. (Graham, Smart & Annan), 
Edinburgh 

Anderson, Еј D. (Haldane, Brown & Со), 
Edinburgh 

keen S. (W. & M. Pretsel), Edinburgh 
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matter for the volume will be published 
shortly, after which the volume may 
be bound. 

'The annual subscription is 705 post 
free, and the publishers are Gee & 
Co (Publishers) Limited, x51 Strand, 
London У/С2. 
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Anderson, J. G. (Hardie, Caldwell Ker & 
Hardie), Glasgow 

Anderson, К. L. (A. & C. M. Davidson 
Smith), Eninbasch 

Archibald, J. G. (Thomson, Jackson, Gourlay 
& Taylor), Glasgow 

Armstrong, A. M. (Miss) (Mann Judd Gordon 
& Co), lasgow 


Baillie, ў {Әп & Williamson), Glasgow 

Baird, J. A rcd & Deas), Glasgow 

Batty, D S (Mackis & Clark), Glasgow 

Baxter, J. Е. (Don & Stewart), Dundee 

Beedie, Б ЈЕ. мот Irons & Со), Dundee 

G. D. (W. A. Wighton & Crawford), 

Edinburg h 

Black, J. E ane Milne & Co), Aberdeen 
Bogle, m R. O. (Martin Currie & Scott), 

in 


Brand, Ds P (McClelland, Moores & Со), 
Glasgow 
Brannen, З еп, 5. (Martin, Aitken & Anderson), 
asg 
Bri е D. M. (McClelland, Moores & Co), 
аз 
Brown, А А. (McClelland, Moores & Со), 
Brown, as M. (Hardie, Caldwell Ker & Hardie), 
Glasgow 
eines 1. А. (5. Easton Simmers & Co), 
Brown. T. . McE. C. (Peat, Marwick, Mitchell 
Co), Glasgow 
Brown, R. A. C. (McClelland, Moores & Co), 
London 
Bruce, G. A. (Miller, McIntyre & Gellatly), 
Dundee 
Bron, T- T. S. (Kerr, MacLeod & Macfarlan), 
asgow 
Buck, А. К. (Wallace & Somerville), Edinburgh 
Burns, А. N. (Clunie & Scott), Edinburgh 
Bussey, D. Т. (Grahams, Rintoul & Со), 
Glasgow 


Calder, A. L. (Hardie, Caldwell Ker & Hardie), 
Glasgow 
Caldwell, I. (Dickson, McFarlane & Robinson), 


Glasgow 
i» е A A. Е. (W. A. Wighton & Crawford), 
urg 
Caradoc- Davies G. H. (John M. Geoghegan 
& Co), Edinburgh 
Carey, D. S. (W. P. & ]. A. Scott), Edinburgh 
Carr, e J. (Miller, McIntyre & Gellatly), 
ert 
Clark, W. A. (Flockhart & Grant), Aberdeen 
Cleghorn, d 'T. M. (A. S. а Galashiels 


Coventry, J. L. (John E. Watson & Co), 
Glasgow 
Crawley, L. E. (Wilson, Stirling & Со), 


asgow 
Cruickshank, D. G. (Williamson & Dunn), 
Aberdeen 
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Cumming, L. Н. (А. C. Philp & Co), Dun- 
ferrnline 


Demarco, D. J. W. (John E. Watson & Со), 
Glasgow 

Doughty, J. G. (McKerrell Brown & Gray), 
Edinburgh 

Duncan, J. S. (James Condie & Co), Dun- 
fermline 

Duncan, L. J. (F. A. Ritson & Co), Aberdeen 


Eadie, R. M. (Reid & Mair), Glasgow 

Erskine, А. А. E. (John Н. Fraser & Crawford), 
Greenock 

Evans, J. W. D. (Thomson McLintock & Co), 
London 


Fairbairn, С. С. (Whinney Murray & Со), 
Glasgow . 
Finlayson, À. J. (Cotton, Lawson & Macniven), 


Edinburgh 
Foot, J. F. (Graham, Smart & Annan), 
Edinburgh 
Forrest, W. І. L. (W. Р. & J. А. Scott), 
Edinburgh 
Fraser, I. DAW. Р. & J. A. Scott), Edinburgh 
A. М. ( 


Fyall, A. Galloway Brown & Co), 
Aberdeen 


Galbraith, J. A. F. (McClelland, Moores & Co), 


London А 

Gardiner, Е. Е. (Miss) (Smith & Wallace), 
Kilmarnock 

Саша, М. W. В. (Williamson & Dunn), 
Aberdeen 

Gawn, A. D. (Hourston, Macfarlane & Co), 
Glasgow 

Geggan, J. B. (Davidson, Downie & McGown), 
Glasgow 

Gibson, W. R. (Henry Brown & Co), 
Kilmarnock 

Gilbert, M. J. (J. №. & В. М. Oswald), 
Edinburgh 

Gilmour, J. F. (Craig, McIntyre & Peacock), 
Glasgow 

Glen, R. J. T. (Cooper Brothers & Co), 
Glasgow 

Good, ў J. б. (Smith & Williamson), Glasgow 

Gordon, G. G. H. (Hardie, Caldwell Ker & 
Hardie), Glasgow 

Graham, J. S. S. (McClelland, Mcores & Co), 
Glasgow 

Haldane, J. M. (Chiene & Tait), Edinburgh 

ie, Н. E. (Graham, Smart & nan), 
Edinburgh 

Harkness, W. (John H. Fraser & Crawford), 
Greenock 

Harper, C. M. (Miss) (Paterson & Benzie), 
Glasgow 

Harris, A. E. (Brechin, Cole-Hamilton & Со), 
Glasgow 

Hart, J. А. B. (McClelland, Moores & Со), 
London 

Hasson, С. Р. (Fleming & Wilson), Glasgow 

Hawley, C. C. (Thomson McLinzock & Co), 
London 

Henderson, W. S. (Thomson McLintock & 
Co), Glasgow 

Hopkins, H. C. (Deloitte, Plender, Griffiths 
& Co), London 

Houston, R. F. (Wilson, Ferguson & Co), 
Glasgow 

Ivory, I. E. (Thamson McLintock & Co), 
Glasgow 

Jardine, D. (Grahams, Rintoul & Co), Glasgow 

Johnston, A. G. D. (Martin Currie & Scott), 
Edinburgh 

Kelly, J. (Wyllie Guild & McIntyre), Glasgow 

Kerr, D. А. (McWilliam, Stewar: & Mellis), 
Inverness 
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Kerr, W. P. McK. (Robert G. Morton & Son), 
Edinburgh 

Kilgour, H. J. (McIntyre & Rae’, Dundee 

Kinley, J. (Haldane, Brown & Co), Edinburgh 

Kinlock, D. О, (McClelland, Moores & Со), 


London 


Linnell, Е. С. (Finlay Robertson}, London 
Lythgo, M. J. (Wylie & Bisset), Glasgow 


Macdonald, D. A. John M. Watson), Glasgow 

McGhie, D. C. (John М. Geoghegan & Со), 
Edinburgh 

MacGregor, А. Е. (Thomson McLintock & 
Co), London 

Macgregor, Е. F. (Mann Judd Gordon & Со), 
Glasgow 

McGrory, J. (G. & J. McBain), Aberdeen 

McInnes, J. W. (Grahams, Rintoul & Со), 
Glasgow 

McKail, J. M. F. (Adam Ker & Sangster), 
Glasgow 

Mackay, I. D. (Nelson, Gilmour, Scott & Co), 
Glasgow 

McKenzie, G. W. (W. S. Brown, MacDonald 
& Fleming), Edinburgh 

MacKenzie, К. L. (Don & Stewart), Dundee 

Mackie, H. M. (Wilson, Stirling & Co), 
Glasgow ў 

McLeish, І. С. (Scott-Moncrieff, Thomson & 
Shiells), Edinburgh 

MacLennan, R. I. М. М. 
Aitchison), Edinburgh 

McLeod, І. McK. (Fleming & Wilson), Glasgow 

McMillan, K. H. (Cooper Brothers & Co), 
Glasgow 

Main, W. H. (Hourston, Macfarlane & Co), 
Glasgow : 

Martin, G. 'T. V. (McCosh, Pritchard & Co), 


Ayr 
Matheson, S. А. (Kerr, MacLeod & Macfarlan), 


(Romanes & 


asgow 

Mitchell, J. (Ташев & J. Н. Paterson), Greenock 

Mitchell, J. W. (Miller, McIntyre & Gellatly), 
Dundee 

Mitchell, J. (Mann Judd & Co}, Glasgow 

Mitchell, R. H. (McClelland, Moores & Co), 
Glasgow 

Molloy, А. (Taylor & Ireland), Glasgow 

Moore, К. C. (Wallace & Somerville), Edin- 
burgh 

Moroney, D. S. (McIntyre & Kae), Dundee 

Mutch, R. C. (Mackie & Clark), Glasgow 

Mutter, E. (Hourston, Macfarlane & Со), 
Glasgow 


Nairn, A. (Thomson, Jackson, Gourlay & 
Taylor), Glasgow 

Neill, T. 6. (J. M. Kerr & Lindsay), Greenock 

Nicoll, P. W. (Kidston, Goff & Harvey), 
Glasgow 


O'Connell, T. F. (Whinney Murray & Co), 
Glasgow 
Ogilvie, B. K. (Miss) (Nelson, 
Scott & Co), Glasgow 
Ogston, J. M. (David Strathie & Co), Glasgow 
O'Hara, A. H. (Adam Ker & Sangster), Glasgow 
Ormerod, C. J. (Thomson, Jackson, Gourlay 
& Taylor), Glasgow 


Parsons, К. J. (McClelland, Moores & Co), 
London 


Gilmour, 
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Pate, A. M. (Graham, Smart & Annan), 
Edinburgh : 

Paton, Н. К. (Wilson, Stirling & Co), Glasgow 

Pattullo, R. M. (Haldane, Brown & Co), 
Edinburgh М К 

Реше, J. W. (Wallace & Somerville), Edinburgh 

Pool, М. L. (John М. Geoghegan & Со), 
Edinburgh 


Quayle, D. J. (Alfred Т. Scott & Co), Ayr 


Radziwonik, W. C. (Wyllie Guild & McIntyre), 
Glasgow . 

Ramsay, ]. T. L. (Wilson, Stirling & Co), 
Glasgow 

Rankin, T. B. (Thomson McLintock & Co), 
Glasgow 


Reid, D. (W. Р. & J. A. Scott), Edinburgh 


: Riddell-Carre, У. С. (Haldane, Brown & Co), 


Edinburgh 

Robb, D. P. (John E. Watson & Co), Glasgow 

Roberts, D. R. (Cram, Worsley, Robertson & 
Taylor), Dundee . 

Robertson, D. S. D. (Henderson & Loggie), 
Dundee . 

Robertson, D. S. G. (Kirk & Johnston), 
Glasgow 

Rolls, D. (Paterson & Benzie), Glasgow 

Ross, D. F. (G. & J. McBain), Aberdeen 

Ross, D. (Mann Judd Gordon & Co), Glasgow 

Roy, W. G. B. (Hourston, Macfarlane & Co), 
Glasgow 

Russell, J. D. (McClelland, Moores & Co), 
Glasgow 


Scott, C. M. (McClelland, Moores & Co), 
Glasgow ; 
Seaton, J. C. (Johnstone, Logie & Millar), 

Dundee 
Semple, M. S. (Wardhaugh & McVean), 


lasgow 
Slowman, D. E. (James Murray & Co), St 
Andrews 
Smith, D. К. S. (E. A. Bell & Co), Perth 
Smith, J. I. (John Gray & Co), Port Glasgow 
Smith, J. C. (Crawford & Angus) Dunoon 
Spence, D. L. (C. F. Middleton & Co), London 
Stewart, Brian John (J. & R. Morison & Co), 
ert! 
Stewart, Hugh William Laurence (Thomson 
McLintock & Co), London 
Stirling, D. F. (Jobn H. Fraser & Crawford), 


Greenock 


. Swanney, W. D. R. (Mackay, Irons & Co), 


Dundee 


Taylor, T. S. (Wood, Willey & Co), Dartford 

Thom, A. G. (McClelland, Moores & Co), 
Glasgow 

Thompson, D. C. (Wm Home Cook & Coy), 
Edinburgh 

Tolland, L. C. (McClelland, Moores & Co), 
Glasgow 

Toner, F. G. (Kerr, MacLeod & Macfarlan), 


Glasgow 
Campbell & Co), 


Tuli, V. R. 
Edinburgh 

Turnbull, N. J. C. (Graham, Smart & Annan), 
Edinburgh 

Turner, D. I. (McClelland, Moores & Co), 
Glasgow 


Watson, B. W. (Kidston, Goff & Harvey), 
Glasgow 

Williams, С. J. (С. Е. Middleton & Со), 
London 

Williamson, A. N. (Wallace & Somerville), 
Edinburgh 

Wright, G. S. (Grahams, Rintoul & Co), 
Glasgow 


Youngson, G. (Smith & Williamson), Glasgow 


(Brown, 
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‘What’s so funny’ ће scowled. 
Your face, I grinned. 
‘If you had my money problems’ he sulked. 
But I haven’t, I chuckled, 
my Building Society takes care of all that. 
‘Don’t tell me it’s...’ 
You’ve been reading the ads, I giggled. 


For my money it’s Abbey National 





4196 interest p.a. on share accounts 
equivalent to £7.4.8% where Income Tax 
is payable at 8/34 in the £. 





Abbey National Building Society. Branches and Agencies nearly everywhere. 
Head Office: Abbey House, Baker St., London ММТ. Hunter 5555 


2906 1907 


Every partnership must 
face this problem... How to 
repay a partner's share 
on death or retirement. 


The businessman looks to 
.his professional adviser 

for the solution... You may 
find it in Legal and General's 
new Partnership booklet... 
and it embraces the 
Finance Act1965. 
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7 Replacement of Capital . 
on the death of a Partoer 
с or a Director 
of a Private Company 
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For a free copy, just fill in the coupon and post it to 
LEGAL AND GENERAL ASSURANCE SOCIETY LIMITED, 
TEMPLE COURT, 11 QUEEN VICTORIA STREET, LONDON, E.C.4 


Tel. 01-248 9678 
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ANALYSIS 
are our business 


Sales 
Purchase/Expenditure 
Labour and Material Costs 
Stock Control 
Questionnaires 
Orders/Sales Statements 
also Punching and 
Verifying Cards for users 


For accuracy and reliability 

MADIC DATA PROCESSING SERVICE 
13-15 Sheet Street, Windsor 
Telephone 63416 


WHAT THE COMMON 
MARKET REALLY MEANS 


by Derek H. Hene, M.A. 

An explanation in simple language of just what goes on 

in the ‘Community of Europe’. Why the Common Market 

was created, how it is run, and by whom. Written without 

bias in clear and straightforward language. 

185 ба net by post 20s 
Other titles from JORDAN & SONS catalogue: 


THE COMPANY DIRECTOR 


by Alfred Read, O.B.E., Е.С.І.5., F.INST.D. 
30s net by post 325 


FINANCIAL CONTROL FOR THE 
SMALL MANUFACTURER 


by Francis Simmonds, F.C.W.A., A.M.LI.A. 
22s 6d net | by post 245 


THE CONDUCT OF MEETINGS 


by T. P. Е. Curry, Q.C., M.A., and J. Richard Sykes, B.A. 
27s 6d net by post 29s 6d 


PRACTICAL TRADE-MARK 


PROTECTION 
by. W. C. Duncan 
21s net by post 22s 6d 
Direct from the publishers А 
JORDAN & SONS LIMITED 
Company Registration Agents 
Printers and Publishers 
116 CHANCERY LANE, LONDON WC2 
Telephone FLEet St 8941 
or through any bookseller 
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Have you read 
any good books lately?.. 


One in a series of advertisements designed to remind members and non-members 
of the extensive facilities available. 


PUBLICATIONS. 1966 saw the publication of more than a dozen books, booklets and Summer Course 
papers by the Institute and by the General Educational Trust of the Institute. Written by experts, they 
cover a wide variety of subjects ranging from supplements to the Corporation and Capital Gains taxes 
to the educational books available from the Institute’s Genera! Educational Trust. The first five in the 
Trust's Management Information series are available now and the remaining three will be published 


shortly. A list of some publications available is given below. A full list and copies of the booklets are 


available from: 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON ЕС! 





Published by the General 
Educational Trust of the 
Institute 


MANAGEMENT INFORMATION 
Business planning and control 


Research and development — the key to 
future profitability 


The case for marginal costing 


The use of ratios in the study of business 
fluctuations and trends 


The preparation of interim accounts for 
management in the smaller manufacturing 
concern 


Management information апа statistical 
method 


Improving the efficiency of an accounting 
department 


The computer as an aid to management 


An audit approach to computers 





Published by the Institute 


TAXATION Supplements 
To the Corporation and Capital Gains Taxes 


Summer Course Booklets 
1964 (Cambridge) 
Estate duty planning. An investor's view 
of company accounts. O. & M. for the 
smaller client 
1965 (Oxford) 
Professional ethics 
1966 (Oxford) 
Co-ordination of finance and manage- 
ment. Present practice and modern 
development in auditing in U.S.A. Some 
aspects of the corporation tax 
1966 (Cambridge) 
Business accountancy principles for 
improving the efficiency of departments 
responsible for servicing management 
The impact of the new tax structure on 
company finance 
The taxation of capital gains 


PRACTICE ADMINISTRATION 

The development of an accounting practice 
Professional practice insurance 

Provision for retirement 


The constitutional arrangements of an 
accountant's practice 


The organisation of a practising account- 
ant's office 


Mergers and associations of professional 
firms 


Towards better fees 


Controls for the effective use of time and 
the keeping of time records 


A practitioner's own taxation problems 


The selection, training and management of 
staff 
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Preparing for Europe 


IT Britain will join some form of European federation is 
now widely accepted. Though when she will enter such a 
federation is still unknown — just as it is by no means clear what 
impact Britain's entry, with that of other new members, will make 
on those countries comprising the present European Economic 
Community. 

It is equally self-evident that entry into Europe will force 
changes upon Britain's economy and way of life and, more 
particularly, its institutions. It is a matter of urgency that we in 
Britain recognize the characteristics of the European economy and 
institutions to which, to some extent, we shall have to adapt 
ourselves and the United Kingdom economy. Some indication of 
this task was provided last week in a study by a steering committee 
of the Confederation of British Industry, entitled Britain and 
Europe — Vol. 3 А programme for action. 

With the basic thesis of this report none will quarrel: ‘Many 
things need to be done whether accession (into the E.E.C.) is 
achieved or not: entry itself will reinforce this need’. It follows, 
therefore, that ‘national policy must be directed with determination 
towards making the economy as dynamic, as efficient and as 
flexible as possible’. Furthermore, ‘every decision, every action, 
every plan by Government or by industry of economic significance 
must be consciously related to the prospect of membership and the 
obligations and advantages that will result’. 

The primary economic objectives for Britain are the same as 
ever;.as the report points out: a ‘healthy balance of payments 
must remain a cardinal feature of economic policy’ and, for this 
reason, the Government must ‘proceed with caution along the 
road to reflation’. Given these objectives, the conclusion follows 
that ‘the progressive removal of restraints, the restoration of 
industrial confidence and the encouragement of productive 
activity must take priority over other aims’. 

Such declarations of faith are, of course, to be found in the mani- 
festos of each of the main political parties, though naturally with 
some variants and additions. It is in the following passage that the 
С.В.І. and many of the present Government’s followers will 
doubtless begin to part company. “This (i.e. such policies) implies a 
change in attitude towards industry, with greater freedom for 
management to operate efficiently and greater incentive to do so. In 
the face of keener competition, with its associated rewards and 
penalties, that membership of the E.E.C. will bring, the present 
ambivalent attitude towards company profits will no longer do.’ 
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Like most policy statemerts based on a consensus of 
opinions and viewpoints, passages such as the fore- 
going lend themselves to a variety of interpretations. 
Are we to interpret the references to ‘keener competi- 
tion’ and ‘incentives’ as sigrifying a return to a com- 
petitive economy in whica all restraints on trade are 
to be eliminated - in whick conditions in the labour 
market are such that employers and management 
once again conduct their operations primarily by 
reference to market forces rather than official, or un- 
official, labour pressures? Aad, given not merely the 
Government’s ambivalent attitude on profits but, more 
important, the attitude to profits of those on the shop 
floor, what does such a policy imply for an ‘incomes 
policy’? ; 

The C.B.I. report performs a valuable service in 
raising these matters which far transcend the much 
simpler issue of whether Eri-ain should or should not 
enter Europe. These are, in fect, the issues about which 
the electorate should have Seen consulted in every 
post-war election; just as on every such occasion the 
main political parties made quite sure that if they had 
any realistic policy, they were not going to allow public 
discussion thereof. In the event, as Professor А. В. 
ILERSIC contends in an articl in the current issue of 
the C.B.I. journal, British Industry, post-war adminis- 
trations have tended to avoid generating electoral 
hostility and the country therefore has no effective 
economic policy. 

As Professor ILERSIC points out, it is one thing to 
pay lip service to the dynamism of an efficient and 
competitive industrial society, but what evidence is 
there that the British electcrate — white and blue 
collar workers alike — are anxious to return to a situation 
where ‘what the boss says goes’? What evidence is 
there that British industry is anxious to revive in the 
home market the same forces of intensive ‘cut-throat’ 
competition that so many industrialists avoid meeting 
in overseas markets? All the signs, concludes the 
professor, suggest that the State will play an in- 
creasing role in the regulation of the economy – and, 
indeed, of industry too — to satisfy current views on 
social justice and economic secarity. 

Looking ahead, the C.B.I. resort stresses the changes 
in industrial structure whick will be required on 
entry into Europe: for example, ‘the need for further 
rationalization and concentration of production and 
distribution will be greater stal in the changed com- 
petitive environment’. But by what agencies is this 
state of affairs to be achieved? What is to be the role 
of the Industrial Reorganization Corporation? Do we 
in Britain realy want the same concentration of 
economic power as exists im the highly-integrated 
continental industries, even if the Government and 
trades unions are represented on their boards? As the 
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report observes, ‘on monopolies British legislation 
skould not block the way towards the larger units 
which will be stimulated into being by a wider com- 
munity'. Would the C.B.I. recommend, to ensure a 
bzlance — as would doubtless many economists and 
Socialist M.P.s — a reinforcement of the powers of the 
National Prices Board with an enlarged and more 
active Restrictive Practices Court? 

Everyone will agree that ‘transport and communica- 
tions must be improved if exports are to compete 
effectively in Europe. . . . Better port facilities, round- 
thz-clock working of dock and harbour installations. . . .' 
But quite apart from whatever views the trade unions 
concerned with transport and the docks may have on 
such matters, how does industry see the present trend 
towards nationalization of docks and all transport? 
How - whether or not this takes place — does the 
Government propose that we, the customers, will get 
efficient round-the-clock service? 

While it is doubtless true that ‘trades associations 
and employers’ organizations will have to rationalize 
and develop their functions for their new role in the 
Community’, the report tactfully avoids any reference 
to subjecting the trade unions to a similar re-develop- 
ment. 

On fiscal matters the report has some important 
observations. For instance, ‘to encourage new іпуезі- 
ment and initiative, there must be the prospect of a 
reasonable return for the shareholder and of personal 
reward for successful effort’. As every lawyer knows, 
there is no more contentious word in the English 
language than ‘reasonable’. Last week-end’s debate on 
fiscal matters between Messrs CALLAGHAN and НЕАТН 
demonstrated clearly the conflict that ‘a transfer of 
par: [sic] of the tax burden from direct to indirect 
taxetion with a proportionate reduction in the load 
on profits and incomes’ would engender. 

The C.B.I. report recommends the substitution of 
the selective employment tax by the T.V.A. (value- 
added turnover tax), the effects of which ‘are likely 
to be far-reaching on both the incidence of taxation 
and the balance of the revenue’. Just how far-reaching 
these changes may be is outlined in an article by Mr 
Е. J. Вкоѕтек on other pages of this issue. Not sur- 
prisingly the report reminds the Government that ‘the 
Rome Treaty requires Britain as a member to liberalize 
capital movements in the Community’, but *. . . as 
long as there has to be control of overseas investment 
in the interests of the balance of payments, industry 
would wish to be as closely involved as possible in 
determining the criteria for judging which investment 
should be permitted'. In other words, Britain can 
look forward to capital control for many years yet, 
so let us make the best of it! 

The C.B.I. deserves every credit for giving so much 
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attention to these urgent matters and publicizing their 
findings and views. The basis of Volume 3 is the first 
two parts of the report which examined the case for 
entry from the viewpoint of British industry. Inevit- 
ably as is evident from Mr GrorcE Brown’s latest 
address, the Government is concentrating on estab- 
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lishing the case for admission. Behind the scenes, how- 
ever, Civil Servants are doubtless doing their home- 
work on the structure of Britain in Europe. The time 
is fast approaching when some of these ideas and 
plans need to be brought into the open, if only to make 
clear to the country at large the problems that lie ahead. 
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Institute’s New Council Members 


К E. J. NEWMAN, M.A., F.C.A., and Mr D. N. 

Walton, Е.С.А., were elected members of the 
Council of The Institute of Chartered Accountants in 
England and Wales at a meeting of the Council held 
last Wednesday and reported on other pages of this 
issue. 

Mr Newman is a partner in the firm of Newman, 
Biggs & Co, Chartered Accountants, of Birmingham. 
Born in 1915, he was educated at Mill Hill School and 
Trinity Hall, Cambridge, where he graduated with 
First-class Honours with distinction in law. Mr 
Newman was also awarded honours in both the 
Intermediate and Final examinations of the Institute, 
taking First Place in the Final and winning the W. B. 
Peat Gold Medal. 

Admitted to membership of the Institute in 1940, he 
became a partner in his present firm in 1946. He has 
taken an active part in the affairs of the Birmingham and 
West Midlands Society of Chartered Accountants and 
of the Students' Society, being President of the senior 
Society in 1960, and of the Students' Society in 1954. 





Mr E. J. Newman Mr D. М. Walton 


А. co-opted member of the Institute's Technical 
Advisory Committee, Mr Newman has also served as 
а member of the Birmingham regional committee. 
He has been a speaker at the Institute's Oxford Sum- 
mer Course. , 

Mr D. М. Walton, Е.С.А., is a partner in the firms of 
Walton, Watts & Со, Chartered Accountants, of 
Manchester, and Thornton Baker & Co, Chartered 


‘Accountants, also of Manchester. 


Born in 1912, Mr Walton was educated at Hailey- 
bury and was articled to his father, the late Mr Tom 
Walton — who was Vice-President of the Institute from 
1938-42 — and to the late Sir Arthur Cutforth, of 
Deloitte, Plender, Griffiths & Co. He was admitted 
to membership of the Institute in 1937 and became a 
partner in Walton, Watts & Co, in 1946, after service 
throughout the Second World War in the Royal 
Artillery in the United Kingdom, the. Middle East and 
Italy. He became a partner in Thornton Baker & Co 
in 1963. 

A committee member of the Manchester Society of 
Chartered Accountants for many years, Mr Walton 
was President of the Society in 1964. He is also a 
former President of the Manchester Chartered Ac- 
countants Students’ Society. 

Outside his interests as an accountant in practice, 
Mr Walton is chairman of British Glues & Chemicals 
Ltd and takes an active part in the United. Voluntary 
Organizations of Manchester and Salford. 


Retirement and Resignation from the 
Council 

HE retirement of Mr E. Е. б. Whinney, M.A., 

Е.С.А., from the Council of The Institute of Char- 
tered Accountants in England and Wales was received 
with regret at a meeting of the Council held on Wed- 
nesday of last week (reported elsewhere in this. issue). 
Mr Whinney, who is senior partner in the firm of 
Whinney, Murray & Co, Chartered Accountants, was 
elected to the Council in March 1953, and has served 
on many committees, including the Courses, Dis- 
ciplinary and Public Relations Committees — being 
Vice-Chairman of the last-named committee at the time 
of his retirement. He was also a member of the P. D. 
Leake Committee. 

Admitted an Associate of the Institute in 1928, he 
became a partner in his firm in the same year. Elected 
а member of the committee of the London and District 
Society of Chartered Accountants in 1946, he was 
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Vice-Chairman for the year 1949-50 and Chairman in 
1950-51. He has taken an active interest in the affairs 
of Тће Chartered Accountant Students' Society of 
London for many years and has been President of the 
Society since 1963. 

Тће resignation from the Council of Mr David Steele, 
F.C.A., has also been received with regret by the Council. 

Mr Steele, who is a partner in the firm of Williamson, 
Butterfeld & Roberts, Chartered Accountants, of 
Bradford, was elected a member of the Council in 
March 1960. He has served as Vice-Chairman of the 
District Societies Committee and as a member of the 
General Purposes and Finance, Parliamentary and 
Law, and Articled Clerks Committees. He was also a 
member of the Institute’s Technical Advisory Com- 
mittee for a number of years, and in the late 1950s 
sat on the ad hoc subcommittee on the question of sole 
traders and partnerships. 

For many years a member of the committee of the 
Leeds, Bradford and District Society of Chartered 
Accountants, he was President of the Society in 1957— 
58 and was also a member-— and for some years 
secretary - of the Regional Taxation and Research 
Committee. He is a former President of the Bradford 
and District Chartered Accountant Students’ Society. 


Institute Gift to Christ Church, Oxford 


GIFT of two silver candlesticks to Christ Church 

College, Oxford, will mark the twenty-first 
Summer Course to be held at Christ Church by The 
Institute of Chartered Accountants in England and 
Wales. The gift will be presented to the Dean of Christ 
Church at the Guest Night Dinner on Monday next, 
July 17th, at which Lord Thomson of Fleet will be the 
principal guest who will reply to the toast of ‘Our 
Guests’. 

The Summer Course opened on Thursday of this 
week and the speakers include two distinguished visi- 
tors from overseas. They are Mr Robert N. Trueblood, 
С.Р.А., Immediate Past President of the American Insti- 
tute of Certified Public Accountants, and Mr J. R. M. 
Wilson, F.c.A., President of the Canadian Institute of 
Chartered Accountants. 

The papers presented at the course include “The 
innocent shareholder and the value of his shares’ by 
Mr T. A. Hamilton Baynes, M.A., F.C.A., and ‘Account- 
ing services to agriculture — obligations and opportuni- 
ties’ by Mr S. V. Cornwell, M.C., M.A., Е.С.А. То close 
the course, Mr А. С. Martin, F.c.a., will present a 
paper on ‘Financial planning and the art of borrowing 
— with particular reference to the smaller company’. 


Actor’s Company Taxed on £50,000 
Compensation 


р case of John Mills Productions Ltd v. Mathias 
(43 A.T.C. 262; 45 A.T.C. 55) came before the 
High Court last week for the third time. The company 
was formed, to exploit the professional services of Mr 
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Jchn Mills, the famous actor. It contracted his exclu-.- 
sive services to a film company for seven years from 
July 1948 in connection with a minimum of ten films. 
Caly two were, in fact, made and in 1951 the agreement 
was cancelled in consideration of £50,000 and the 
company went into liquidation. і 
The Special Commissioners at first held that the 
£50,000 was capital and therefore not taxable. The | 
H:gh Court reversed this decision and remitted the 
case to the Special Commissioners to determine 
whether the agreement to take the £50,000 was made 
before or after the commencement of winding-up. 
The Commissioners stated a supplemental case to the 
effect that they had never addressed their minds to this 
question, and the case was again remitted to them, 
this time to hear further evidence and argument on 
this particular point of fact. They then held that the 
agreement was made before the company’s trading 
ceased and that accordingly the receipt was an ordinary 
trading receipt. The company appealed to the High 
Ccurt where it has now been held that the Special 
Cammissioners' final decision was right. 


Accounting Research 


Tus Spring 1967 issue of the Journal of Accounting 
Research, just published, contains two contributions 
by British authors. Mr Kenneth Most, LL.M., F.C.A., 
Head of the School of Accountancy, Singapore 
Polytechnic, in a closely argued article on "The value 
of inventories’, concludes that ‘the rules of inventory 
уаїлайоп based on “lower of cost or market” are in- 
adequate and the statements published by the profes- 
sional accountancy bodies on this subject require 
amplification and clarification if they are to serve as 
guides for students and practitioners’. 

Мт Most goes on to say that the ‘objective should be 
to develop a theoretically sound basis for inventory 
valuation which accommodates both the quantity and 
the price factors, while at the same time allowing those 
concerned with it to apply the basic principles in the 
ligkt of actual business conditions’. 

Frofessor Basil S. Yamey, of the London School of 
Eccnomics, contributes the second British article. His 
subject is 'Fifteenth and sixteenth century manu- 
scripts on the art of book-keeping’, drawing largely 
for his material on early German, Dutch and Italian 
manuscripts. 

Of interest to us among the otber items in this issue 
of the Journal (Vol. 5, No. 1) is ‘A late nineteenth 
cen-ury contribution to the theory of depreciation'. In 
this article, Professor Richard P. Brief, of New York 
University, directs attention to what he describes as a 
‘remarkable paper’ by О. С. Ladelle, which was first 
published in The Accountant of November 29th, 189o. 
After reproducing the paper in its entirety, Professor 
Brief goes on to give a few biographical notes about 
Ladelle, and he then seeks ‘to place Ladelle's work in 
historical perspective’. 


The Journal of Accounting Research is published bi- 
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annually by The Institute of Professional Accounting, 
Graduate School of Business, University of Chicago, 
and the London School of Economics and Political 
Science, University of London. The distributors for 
the United Kingdom and Europe are Gee & Co (Pub- 
lishers) Limited, 151 Strand, London WC2. 


Enforced Purchase is Trading 


VERRULING an appeal commissioners' decision 

the High Court has held that when a building 

company had to buy land it did not want and sold it 

again at a profit, that profit was a trading profit assess- 

able to tax under Case I of Schedule D (Snell v. 
Rosser Thomas & Co Ltd). 

Тће company bought a house in order to convert it 
into flats. То get the house the company also had to 
buy adjoining land which it did not want and which, 
without carrying out any work on the land, it sold at a 
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profit. The tax inspector included this in the profits 
assessment on the company and the company success- 
fully appealed against this to the General Commission- 
ers for Cardiff. The Inspector appealed to the High 
Court, presumably on the ground that there was no 
evidence to support the General Commissioners’ | 
decision, or that it was unreasonable. 


This argument prevailed with Mr Justice Ungoed 
Thomas, who, according to The-Times of July 8th, said 
that although the company was a building contractor, its 
memorandum of association included (although not in 
the forefront of the memorandum) a power to acquire 
and dispose of land. It is, of course, normal to include 
that express power — although probably unnecessary — 
and one can regard the company as unlucky to have 
had this put against it. If a company is formed with 
purely investment objects, this, nevertheless, rarely 
inhibits the Revenue from claiming that it is a trading 
company. 





Economics of an 
Added-value Tax 


by E. J. BROSTER 


WEE the absolute and relative growth of Govern- 
ment expenditure and therefore of taxation, a 
canon of taxation additional to the classical ones of 
equality of sacrifice, ease of collection and the rest, has 
become important. Stated positively, as the classical 
canons mostly are, it is encouragement: any tax should 
encourage the worker to greater effort, rather than the 
reverse. Theoretically, the best basis of taxation is 
income; by making the rate of tax appropriately pro- 
gressive, it can be made to conform to the canon of 
equality of sacrifice. This is the prime classical canon 
of taxation. It is sometimes referred to as ‘ability to pay’ 
but this term lacks precision: it is indeed meaningless. 

The British income tax and surtax system may not 
be ideal in this respect, but it is progressive: the more 
you earn, the greater the proportion of your income 
you pay to the tax man. It is therefore constructed on 
the right lines. However, it does not conform to the 
new canon — encouragement; and some means should 
be found of reducing the high marginal rate paid by 
surtax payers without appreciably affecting his total 
assessment. For instance, a man with an income of 
£20,000 a year pays 18s 3d in the £ at the margin, but 


an average on his chargeable income of only about 155. 
Some means needs to be found of reducing the marginal 
rate to, say, 16s, without reducing the average rate. 
People receiving more than {£20,000 pay a higher 
average rate than 155 and would therefore tend to pay 
a higher marginal rate than 16s. A reduction in the 
marginal rate at all levels of income would bring the 
income tax and surtax system more closely into con- 
formity to the new canon of taxation. 

The British system has grown progressively less 
encouraging with the fall in the purchasing power of 
money. On chargeable incomes exceeding {£20,000 a 
year, the marginal rate of surtax was reduced from 
10s 6d to тоз in 1951, since when the whole range of 
surtax rates has remained unchanged. There have, it is 
true, been two increases in allowances for earned in- 
comes — one of relative insignificance in 1956, and the 
other the introduction of earned income relief as 
allowed for income tax and a special earnings allowance 
of up to £2,000, in 1961. But these have not been great 
enough to offset the subsequent fall in the purchasing 
power of money, with the result that each rate of surtax 
is now levied on earned incomes of a much lower real 
value than ten years or more ago. 


A misunderstanding 


Implicit in recent literature is a belief that any kind of 
tax on income is discouraging. But this appears to be 
the consequence of a misunderstanding. That the 
present British system is discouraging is not a good 
reason for supposing that any system of income taxa- 
tion is discouraging. What, it seems, is needed, is a 
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complete overhaul of the British system to provide 
lower marginal rates of surtax and a built-in automatic 
procedure for taking account of changes in the pur- 
chasing power of money. The former is by far the more 
important and probably the more difficult to achieve 
without also reducing the revenue. уз“ 

As a consequence of the misunderstanding, other 
systems of taxation are constantly being sought, pro- 
posed and ever adopted. I: has to be kept in mind that 
not all taxes are designed to raise revenue. Some, such 
as the current duties on potable spirits are sumptuary 
taxes: they are primarily: intended to reduce the con- 
sumption of the goods or services taxed, and only inci- 
dentally to raise revenue. SET is of this kind; its 
primary purpose is to reduce the demand for labour by 
selected industries which allegedly contribute little or 
nothing good to the country’s balance of payments. 


What is added value? 


One medium cf taxation that has received some appre- 
ciable publicity in recent months is added value. There 
are two reasons for this: one is the misunderstanding 
mentioned above; the other is that if the United 
Kingdom joins the Common Market - which is a 
possibility if not a probability — the British Govern- 
ment may have to introduce an added-value tax to 
conform to the system of taxation agreed amongst the 
present members. 

What is ап added-value tax? It is a tax on added value. 
What is added value? In United Kingdom official 
statistics, added value is usually referred to as net out- 
put, which is defined as 

*the value added to materials by the process of produc- 

tion [including] the gross margin on any merchanted 

or factored goods sold; it constitutes the fund from 
which wages, salaries, rent, rates and taxes, advertising 
and other selling expenses, and all other similar charges 
have to be met, as wel! as depreciation and profits. 

There is no appreciable duplication in net output.t 
In short, it is the total sales proceeds, less the cost of 
materials in manufacturing industry and the cost of 
purchases in the distributive and service industries. 

'The definition of added value, then, depends upon 
two other definitions, that of sales proceeds and that of 
cost of materials or purchases. Sales proceeds may or 
may not include canteen takings, receipts from the dis- 
posal of old consumable stores such as motor tyres, 
loose tools and small tools, and the proceeds of sales of 
scrap and waste. Materials may or may not include 
fuel and power, packing cases and other packing 
materials, purchased water, stationery and other office 
materials, materials for repairing buildings, machinery 
' and vehicles, consumable stores, replacement parts, 

and canteen supplies. Capital items such as new 
machinery, vehicles and buildings would undoubtedly 
be excluded, as would materials supplied by customers 
for processing. The two definitions would need to be 
.consistent one with the other so that, for instance, if 





3 The Report on the Census of Production for 1958, Part 133, page ti. 
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canteen supplies were included in materials, then can- 
teen takings would be included in sales proceeds. 

Cost of materials and goods purchased for resale 
would exclude trade discounts and handling costs 
incurred by the firm. Payments made to outside bodies 
for the transport of materials would probably be in- 
cluded in the cost; but the cost of transport by the 
firm's own vehicles would be excluded. Customs and 
Excise duties on materials and purchased goods would 
be included whether they were paid by the firm or the 
suppliers. | 

To be further consistent with sales proceeds, costs 
of materials and goods would need to relate to the 
actual consumption or goods sold during the period, 
and not to actual purchases. The formula used for 
determining material consumption for the purpose 
would also have to take account of changes in. the 
materials content of work in progress. If the sales рго- 
ceeds include progress payments, then the cost of 
materials consumed would need to include the 
materials content of work in progress paid for in the 
period. 

All this goes to show that the imposition of an 
added-value tax would necessitate extremely precise 
legal definitions if the tax was to be fair and equitable. 
Presumably, it could best be done through an Added- 
value Tax Act separate from a Finance Act, though it 
could be done through a schedule or schedules to a 
Finance Act. It also goes to show that most manufac- 
turing firms in particular would need to adapt their 
existing records to meet the requirements of the tax. 


New efficiency ratio 


All taxes, no matter what may be their media — income, 
purchases, sales, turnover or added-value — are песез- 
sarily paid out of income or surplus. An added-value 
tax would therefore give rise to a new efficiency ratio, 
namely, profit to added value. A rise in this ratio would 


- indicate increased efficiency, and it could result Кот 


either increased profits or a decreased added value, or 
both. A decrease in added value would arise from a 
relative increase in materials costs, but other things 
being equal an increase in materials costs would have 
the effect of reducing profits to the same absolute 


extent and therefore of reducing the ratio of profit to 


added value. The ratio is, of course, only an indicator. 
In common with other business efficiency ratios, any 
change — especially for the worse — needs investigating. 


A tax on a tax 


Within the limits of the definitions of added value 
implied above, it includes profits subject to profits tax 
or corporation tax, local rates and SET. An added- 
value tax in these terms would therefore be a tax on 
existing taxes, unless the other taxes were dropped. 
There is a possibility that an added-value tax would 
take the place of the profits and corporation taxes; but 
there is a powerful local government lobby in favour 
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of local taxation, and local authorities would exert all 
the pressure on the Government they could muster to 
retain their own revenue-raising taxes. Of course, the 
rating of property is not the only form that local taxa- 
tion could take. Nor is it an essential part of a local 
rating system that industrial and commercial premises 
should be assessed to local rates as well as domestic 
premises. | 

Nevertheless, unless any existing taxes which form 
part of added value are dropped, an added-value tax 
would provide a tax on a tax, which would be an out- 
rage іп both theory and practice. There is an alterna- 
tive to dropping such taxes altogether, and that is to 
exclude them from added value; their amounts could 
be deducted along with materials costs from the sales 
proceeds. This would be easy enough with local rates, 
whose magnitudes are usually known in advance. Not 
so with profits and corporation taxes, whose magni- 
tudes depend on profits which are never accurately 
known in advance. However, a lot depends upon the 
timing and periodicity of the added-value tax. It could 
be argued, of course, that added value itself could 
scarcely be known until profits have been ascertained. 


Two schools of thought 


Academic economists are divided on the incidence of 
an added-value tax. There are two main schools: one 
says it is a tax on cost and the other a tax on expendi- 
ture. In truth it appears to be a tax on everything but 
materials and goods purchased. As I have said, all 
taxation must ultimately fall on income or surplus. 
That proportion of the gross national product which 
central and local government spends on defence and 
other communal services cannot be spent by con- 
sumers. One school of thought takes the short view, 
the other the long or ultimate view. One sees the 
medium of taxation, the other the final incidence. 

The National Income Blue book throws some light 
on the problem. In 1965, total personal income in the 
United Kingdom amounted to £29,736 million, com- 
pared with a gross national product of £30,904 million, 
and a net national income of {£28,279 million. Of this 
total personal income of £29,736 million, £42 million 
went abroad, £3,390 million went in income taxation, 
£1,685 million in national insurance and health con- 
tributions, and {1,911 million to savings, leaving а 
net personal or consumers’ expenditure figure of 
£22,709 million, which included £4,996 million taxes 
on expenditure, reducing the consumers’ expenditure 
figure to £17,712 million. Local government rates in 
the year amounted to £1,230 million. 

We are thus left with a figure of consumers’ expendi- 
ture net of all taxation and national insurance contri- 
butions of £16,482 million. Add to this the savings of 
£1,911 million and the £42 million that went abroad, 
and we have the total of personal income amounting 
to £18,435 million net of taxation and national insur- 


ance contributions. Personal income before tax was . 


£29,736 million, so that the Government and local 
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authorities spent for us a total of £11,301 million or 
38 per cent of our personal income. 


Added value versus turnover 

Added value as a medium of taxation is taking the 
place of turnover in the Common Market Community. 
Its primary advantage is that it can be levied at every 
level without appreciable duplication ; and by allowing 
the cost of services such as postage, telephone, trans- 
port, laundry, repairs and subcontracted work along 
with materials, duplication would Бе eliminated 
entirely. 

If a turnover tax is levied on primary producers who 
pass the tax on to the manufacturers, who in turn pass 
it on to the wholesalers, and so on, until ultimately it 
reaches final consumers, then, if the tax is not levied 
at any other level than primary producers, all well and 
good; there is no duplication. But suppose manufac- 
turers, and wholesalers, too, are taxed on turnover and 
they pass it on together with the tax they pay to their 
suppliers at the lower level, then there would be more 
than duplication, there would be triplication and even 
quadruplication; that is, the turnover tax would be 
levied on the cost of primary materials and services 
three, four and more times. 

To avoid this, there would be a tendency towards 
uneconomic industrial vertical integration. Firms 
specializing at one level or another in the chain would 
be worth more integrated than independent; the large 
multiple stores which own or could take over their 
suppliers’ organizations would grow іп financial 
strength relative to the independent retailers: they 
would be able to save the turnover tax levied at one level 
at least. 

But justice must not only be done, it must be seen to 
be done; and with a turnover tax the two requirements 
are seemingly incompatible. То be done, justice calls 
for the tax to be levied at one level only. To be seen, 
or rather to appear, to be done, it calls for the tax to 
be levied at all levels, with the possible exception of 
the retail level. Indirect taxation even at its best is 
always arbitrary in its incidence. A tax that causes 
larger firms to amalgamate and integrate vertically — or 
horizontally for that matter — to the detriment of small 
independent firms, is worse than arbitrary: it is bad 
economics, 

With an added-value tax, there is no duplication in 
respect of the materials and services allowable. The 
value is added independently at every level; so that 
justice can both be done and be seen to be done. But 
this is not to say that it is а good tax, only that it is рге- 
ferable to a turnover tax. Neither satisfies the canon of 
equality of sacrifice, but both probably satisfy the 
canon of encouragement. . | | 

With both materials and services allowable and also 
local rates if taxing a tax is to be avoided, there is not 
much left in added value apart from wages, salaries, 
depreciation and profits. If the profits and corporation 
taxes are to be retained, then profits, too, would need 
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to be allowed zs a deduction from sales proceeds. And 
so, in the last analysis, added value may be the payroll 
plus depreciation plus one or two other items, which 
vary appreciably in importance from firm to firm, such 
as the rent of buildings, machinery, plant and vehicles 
and possibly some sales-promotion expenses. There 
may also Бе а few more items: employers’ national 
insurance contributions, redundancy payments, con- 
tributions to pension funds, employees' welfare and 
charities, and the like. 

By far the most important item in added value by 
any acceptable definition is the wages and salaries bill; 
and by nearly all definitions it is much greater than all 
other items put together. А payroll tax would be much 
easier to administer thàn an added-value tax, and the 
‚ cost of collection would therefore be much smaller. 
Whatever may be the arguments against a payroll tax, 
they would apply, with perhaps slightly less force to 
an added-value tax. 


Potential yield 


In 1958, according to the Census of Production which 
covers all United Kingdom production industries 
except agriculture, the sales proceeds of all firms 
amounted to £26,800 million; added value, in the 
sense of nét output as defined, to {10,441 million; and 
wages and salaries to £6,144 million. Even by this 
wide definition of added value the wages and salaries 
exceeded all other items together, being about 59 per 
cent of the total. According to the National Income 
Blue book, the salaries and wages paid in all industries 
including agriculture and the distributive and service 
industries, amounted to £12,125 million in 1958, and 
to £18,830 million in 1965. The income of self- 
employed people would also form part of added value. 
It amounted to £1,780 million in 1958, and to £2,500 
million in 1965. 

In 1965, added value by what appears to be the most 
reasonable and realistic definition, therefore, probably 
totalled about £22,500 million. A levy of 5 per cent on 
this would yield a revenue to the Exchequer of about 
£1,100 million, which is rather more than the yield of 
the tobacco duty and considerably more than the 
revenue from purchase tax, which amounted to £647 
million in 1965-66, and which, it is usually supposed, 
the added-value tax would supersede. 

However, it is likely that exports would be free of 
added-value tax, and this would probably have the 
effect of reducing the yield by 20-25 per cent. On the 
other hand, it is sometimes stated that imports would 
pay the tax; but precisely how an added-value tax can 
be levied here in the United Kingdom on goods 
brought in from nearly every country of the world has 
never been stated. It may be that the experience of 
United Kingdom industry would be used and the 
average added value for each class of goods applied. 
But what happens where there is little or по United 
Kingdom experience of the product: crude oil; for 
instance, such tropical products as coffee, cocoa, 
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bananas and oranges, and hunters’, trappers’ and 
fishery products, such as ivory, furs and natural pearls? 
The imposition.of an additional levy on imports in any 
form and even of only 5 per cent on a part of their c.i.f. 
value would meet with resistance from abroad and par- 
ticularly from GATT. 


Pricing policy 

Any tax that takes the form of a cost, that is, any 
indirect tax levied on industry, must ultimately be 
passed on to the purchaser in higher prices; otherwise 
those firms which work to a narrow profit margin 
would be driven out of business. In the short run, 
however, the extent to which a tax on costs can be 
passed on depends partly upon the proportion which 
the marginal part of the costs affected bears to the 
total of tbe costs affected, and partly upon the elasticity 
of demand for the product. 

Under a rational pricing policy, the marginal tax, 
that is the tax levied on marginal costs, would be 
more than fully recovered. The orice charged is always 
greater than the marginal cost, and the proportional 
increase in the rational price is equal to the propor- 
tional increase in the marginal cost. If, for instance, the 
total marginal cost of a product is £2 and the price £4, 
and if an added-value tax on the marginal cost is 1s a 
unit, then the increase in the marginal cost including 
marginal tax is 2:5 per cent. Applying this percentage 
increase to the price of £4, we have a new rational 
price of £4 25. There would, it is true, be a slight loss 
of business — other things being equal; but it would be 
more than offset by the resulting saving in annual costs. 


Conclusion 


Added value is not a precise concept: it always needs 
defining. But whatever its definition, it consists for 
the most part of wages and salaries. Given the appro- 
priate definition, it can be imposed at more than one 
level without duplication. A levy of 5 per cent of added 
value at all levels except possibly the retail level would 
yield to the Exchequer a total revenue of rather more 
than {1,000 million. But if the tax is remitted in full 
on exports, the figure would be more like £800 million. 
A corresponding tax on imports additional to the exist- 
ing duties, would probably bring the figure back to 
something over {1,000 million. 

An added value tax levied at the same rate on all 
products would not be progressive; but this could be 
remedied to some extent by making the rate itself pro- 
gressive; that is, the necessaries of life would carry a 
lower rate of tax than luxuries. 

Unlike a tax on surplus, an added-value tax takes 
the form of an annual cost, and like other costs it can 
be broken down for pricing and production policies 
into marginal and fixed or time costs. As a cost addi- 
tional to necessary costs, it provides an arbitrary 
impediment to economic growth. It cannot therefore 
be described as a good tax. 


© Е. J. Broster, 1967. 
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TIME AND EMOTION STUDIES -IlI 


Registering Transfers 


by A PROVINCIAL PRACTITIONER 


LJ AVE you ever seen the inside of a busy registrar's 

department during a period of intense Stock Exchange 
activity – 1 mean one of those places in the City where they 
have dozens of names on the board outside? There seem to 
be thousands of share transfers flying about, trays full of 
them, baskets overflowing with them, great piles on desks 
always seeming about to cascade on to the floor. 

Constant streams of clerks come in with fresh ones for 
registration, and take away armfuls of new share certificates 
in exchange for transfers and old certificates previously 
surrendered. Nothing ever seems to go wrong: no queries 
are ever raised — in fact, apart from the rustle of paper and 
the swish of hush-puppies, there is practically no sound. 
This is because the great Stock Exchange machine works so 
smoothly. | 

But уой — аз а trustee or a liquidator, or in some other 
representative capacity —just try the ‘do-it-yourself’ tech- 
hique and see what happens. I do whenever the occasion 
warrants, and I get some rare fun. My first problem is that 
Iam not in the City so I am obliged to deal with registration 
by post. This puts one beyond the pale straight away. I am 
quite certain that most registrars must have a specially 
trained section of experts dealing with postal transfers 
whose job it is to make sure that each and every document 
so presented is found to contain some apparent defect which 
will justify a little correspondence to keep the department 
ticking over. 

'ТҺе commonest transactions engaging a trustee in share 
transfers will be those executed to hand over investments to 
beneficiaries. Simple? Well, let's see. 

Suppose we start at the point where we have got all the 
little ‘boxes’ on the transfer form filled in correctly — as we 
think. Well, not all the boxes, of course, because there are 
several of them which we are not allowed to interfere with. 
They are Tom Tiddler’s grounds reserved for registrars 
and brokers. We now come up against our first problem of 
getting the deed stamped. A member of a Stock Exchange 
can, more or less, do as he likes about this and he invariably 
gets the amount right first time; he can also put the magic 
signature on the back which gets our particular kind of 
transfer through at the nominal duty of тоз. 

But we trustees have a far more laborious path to tread; 
though it is simplified for us by the instructions on the 
reverse telling us how to get it through. What the instruc- 
tions don’t say is how to get the deed stamped if you are 
not within walking distance of a Revenue stamping office. 
. This is the drill: take the transfer to the local .G.P.O.; 
fill in a form describing the document to be stamped; guess 
the right amount of duty and leave the form, the transfer 
` and the cash (unless you are one of those favoured persons 
with regal power to pay the Post Office by cheque) — getting 
a receipt іп exchange. In about a fortnight you call at the 
Post Office and collect the stamped document – if you are 
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lucky, and if your guesses have been right. If not, you start 
all over again. . 

Then you become embroiled in correspondence with 
your particular registrar. The first thing you will have 
overlooked is the necessity of sticking that piece of paper 
on the back of the transfer declaring whether or not the 
parties are within or without the ‘scheduled territories’. 
You are really caught by this one because despite the mass 
of instructions on the transfer form nothing is said about 
this — and the stamping office doesn’t seem to be concerned 
about it either. I suppose they consider it fair game for the 
registrar to have a few tricks to play. I have now found it is 
easiest to have a stock of these slips and to stick them on the 
reverse of all transfers and to have them signed by all and 
sundry. It doesn’t seem to matter who signs so long as the 
slip is there - it is a kind of talisman. 

The next hazard is contained in those three boxes on the 
transfer which provide for rubber stamps of brokers and 
others. I have not been able to find if there is any legal 
necessity for these; I have always felt that a polite letter 
explaining what I am doing should be far more convincing 
— but this really isn’t the case. Registrars don’t like corres- 
pondence and they rarely engage in it. They have little 
tickets which they attach when they send back the transfer 
with printed exhortations like: 

‘Stamp of buying broker required’ 
or 

‘Broker’s name and address omitted’. 

Don’t attempt to explain that you are not a broker or an 
agent – this will get you nowhere. The easiest answer is to 
get an audit stamp or something and just frank the transfer 
with it, and it is sure to go through. ў 

What always surprises me is that with all this particular- 
ization there is absolutely nowhere on the form where the 
transferee is obliged to sign, except the enigma on the back 
about nominal duty — and sometimes he is not even allowed 
to sign that. | 

Transfers presented by a liquidator who is distributing 
a company’s investments present a special kind of hazard. 
This happens if you are winding up one of those family 
investment affairs by transferring its holdings to the indi- 
vidual shareholders. True, the box says at the bottom 
‘Bodies corporate should execute under their common seal’. 
As a liquidator I just sign and say so – but no one knows if 
the seal in such a case is a legal necessity. Registrars are 
evenly divided over this, some will reject and others accept; 
ask why it is rejected and you won’t get an answer. 

Well, this is the simplified form of transfer. Do you 
remember what it used to be like with the old form of 
transfer? As easy as falling off a log – but you had to have 
witnesses. Now no one can come into Court and say whether 
you did, or did not, sign. h 

Perhaps the most intriguing thing of all—and this 
produces more correspondence — is the question of paying 
for the service. At one time it was the universal custom for 
registrars to charge 2s 6d for each and every registration, 
and you never went wrong. One imagines that with the 
present conditions there would be an enormous increase, 
but no. Some charge the old rate of 2s 6d, a few 55, and 
many make no charge at all; so you can be wrong every 
time. Some are far-seeing and go to the length of printing 
on the share certificate that they charge a fee of so much 
for registration. So most of the time you take a gamble – 
with the result that if you send a cheque or postal order 
it comes back; and if you don’t you are asked for 16, But 
it’s all cheap fun at any price. 
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New Tax Rules for Groups - І 


by H. S. A. MACNAIR, F.C.A. 


ONSIDERATION of group relationships be- 

tween companies commences with consideration of 
the criteria for component s:atus in a relevant group. In 
the context of the chargeable (capital) gains of a group 
of companies (Schedule ха, Finance Act 1965), 
recognition is accorded to a company formed and 
registered under the Companies Act 1948 or formed 
and registered outside Northern Ireland or Eire under 
the Companies Act 1929, the Companies (Consolid- 
ation) Act 1908, the Companies Act 1862, or certain 
legislation enacted 110 years ago as referred to in 
section 455 of the Companies Act 1948. Such re- 
cognition is also accorded to a society registered under 
the Industrial end Provident Societies Act 1965 or 
antecedent legislation since 1893 (with concomitant 
recognition of all such a society's share capital as 
‘ordinary’: see below); to a company or society 
established under the corresponding enactments in 
Northern Ireland; to a company constituted under any 
Act, Royal Charter or Letters Patent; to a company 
formed under the law of a country or territory outside 
the United Kingdom. 

For all these categories, however, residence in the 
United Kingdom is also necessary. On the inter- 
pretation of the latter condition, a leading authority 
is the case of Bullock v. The Unit Construction Co Ltd 
(38 А.Т.С. 351; 38 Т.С. 712) in which the House of 
Lords gave a unanimous decision. Viscount Simonds 
observed that 


‘nothing can be more factual and concrete than the acts of 
management which enable a Court to find as a fact that 
central management and control is exercised in one 
country or another...(the company's) residence is 
determined by the solid facts not by the terms of its 
constitution, however imperative’. 


The case thus illustrates the compatibility of formal or 
nominal overseas direction with practical control from 
the United Kingdom. 


Bodies corporate 


It may be observed here that the elaborate formulation 
of the types of company eligible for group capital gains 
treatment is not followed in the Finance Bill (all 
references are to Bill 293 of June 28th, 1967). In the 
context of inter-group utilization of losses (clause 20 
and Schedule то), the draftsman is content to interpret 


a company as a body corporate resident in the United 
Kingdom — a phrasing not dissimilar to that in section 
20 (9) of the Finance Act 1953 relating to subvention 
payments. One should not, however, assume that 
liability to pay corporation tax is a badge of eligibility 
for group membership since corporation tax impinges 
on unincorporated associations as well as bodies 
corporate. 

The 1967 draftsman's penchant for bodies corporate 
breaks out also in relation to the more liberal arrange- 
ments for stamp duties proposed in clause 27. As long 
ago as the Finance Act 1930 an exemption was accorded 
to instruments of which the effect is to convey or 
transfer a beneficial interest in property between 
closely associated ‘companies with limited liability’ — 
a phrase now to be discarded in favour of the term 
‘bodies corporate’. The former expression seems to have 
been the occasion of some doubts when a foreign 
corporation was in question (see the discussion on 
pages 247 and 248 of Sergeant on Stamp Duties, 
fourth edition) and it has proved inconveniently 
narrow, requiring artificial extensions to accommodate 
the creations of the Transport Act 1962 and the 
Airports Authority Act 1965. 

On the other hand, the breadth of the term body 
corporate' may be inferred from its choice as the first 
element in the definition of the nature of the ‘company’ 
created by the Companies Act 1948, section 13 (2), 
while the dividing line between the body corporate as 
an artificial creation of law as contrasted with a mere 
grouping of individuals appears to be recognized by the 
interpretive provisions of the Income 'l'ax Act 1952, 
section 526. 

Another feature of the 1930 Act now discarded is the 
restricted view of a group as constituted only by a 
principal and its immediate subsidiaries, although an 
echo of this appears in the ‘honevcomb’ definition in 
Schedule 13 of the Finance Act 1965, which provides 
that “а principal company and all its subsidiaries form a 
group, and where a principal company is a member of a 
group as being itself a subsidiary, that group shall ` 
comprise all its subsidiaries’. The choice of the word 
‘comprise’ has been criticized by C. N. Beattie 
(Corporation Tax, first edition, page 50) as inapt to 
include the principal.and sub-principal companies. At 
any rate, clauses 20 and 27 of the Finance Bill appear 
to be on safer ground in harking back to the now 
classic terms of the Finance Act 1938, so long familiar 
in the context of profits tax. 
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Beneficial ownership 


Section 42 of the Finance Act 1938 provides that one 
body corporate (‘a subsidiary’) is to be deemed to be a 
subsidiary of another body corporate (‘the principal’) if 
and so long as the prescribed proportion of its ordinary 
share capital is beneficially owned by the principal, 
whether directly or through other companies or partly 
by the one method and partly by the other. It is not 
always appreciated, however, that beneficial ownership 
may cease at the very outset of a series of steps taken in 
contemplation of sale or disposal (Leigh Spinners Ltd 
v. C.I.R. (35 A.T.C. 58) and Parway Estates Ltd v. 
СТЕ. (37 A.T.C. 164)). This is because the fetters 
placed on ownership by the assumption of obligations 
towards third parties may be held to have abrogated the 
‘beneficial’ character of ownership. 

Similar considerations apply to shares owned by a 
company in liquidation, a view adopted by Mr Justice 
Buckley in С.Г.В. v. Olive Mill Ltd (42 A.T.C. 74; 41 
T.C. 77). The type of share ownership here in con- 
templation is that of the issued share capital, by 
whatever name called, other than capital conferring 
only a right to share in profits to the extent of a dividend 
at a rate which is fixed or fluctuates with the standard 
rate of income tax (e.g. non-participating preference 
shares). 

'The method of measuring ownership is laid down in 
Part I of the Fourth Schedule to the Finance Act 1938. 
To measure the degree of ownership at one remove, 
the percentage holding of the first in the second is multi- 
plied by the percentage holding of the second in the 
third. It is desirable to chart a group ‘tree’ if the re- 
lationships between the more distant ‘cousins’ are to 
be satisfactorily established, as the diagram below 
shows. 

At this point it is important to appreciate that there 
are three main classes of group relationship; over 5o 
per cent; 75 per cent or over; до per cent or over. Тће 
middle category is perhaps least readily identified and 
in the illustration this group comprises X, A, C, D, P, 
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R, Y. Moreover the 1938 rules have been modifiéd i in 
recent legislation. 
The ‘Schedule 13' class of company is perhaps the 


widest for the ‘Schedule 12’ class does not permit 


linking with or through a body corporate not resident 
in the United Kingdom, while in measuring up in- 
direct group linkages no account may be taken of any 
share capital in the direct ownership of a body cor- 
porate 'for which a profit on the sale of the shares 
would be a trading receipt’. This terminology has been 
criticized on the grounds that a Case I computation 
includes the proceeds of a sale of trading stock, not 
the profit on sale (The Accountant, May 13th, 1967, 
page 611). Perhaps this is another case where, in the 
words of Lord Upjohn, the draftsman has paid no 
attention to the proper use of language in relation to 
companies and their finances which has been accepted 
by lawyers and accountants alike for a very long time 
(Cleary v. C.I.R. ([1967] Т.Е. 57)). 

On the other hand, in section 65 (2) of the Finance 
Act 1965 (dividend-stripping and bondwashing), а 
distinction 1s made between a person 'dealing in in- 
vestments’ and one ‘whose profits on the sale of 
investments are part of his trading profits'. Perhaps the 
point merely reflects the *Heads I win, tails you lose' 
approach of the Revenue as manifested in Frasers 
(Glasgow) Bank Ltd v. C.I.R. (42 A.T.C. 19; 4o T.C. 
698) and Lewis Emanuel & Son Ltd v. White (44 
A.'T.C. 84; 42 Т.С. 369). 


Links through investment dealers 


The ‘Schedule 12’ class of groups was originally 
created (Finance Act 1965) in the context of the rules 
permitting inter-group payments of dividends to be 
effected gross. It will be seen that the modifications 
noted above do not deny group relationship between 
a subsidiary and its direct owner for whom a profit on 
the sale of the linking shares would be a trading receipt 
but this omission is taken care of by paragraph 7 which 
excludes dividends thereon from the operation of 
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section 48 (3). In consequence the new rules for group 
relief introduced by clause 20 of the Finance Bill begin 
with a definition of membership analogous with 
‘Schedule 13’ rules and continue first by importing the 
restrictions of “Schedule 12’ groups and then by adding 
the direct ownership case contemplated by paragraph 7. 
The field is then widened by allowing group relief to 
the members of a consortium, the character of which 
reflects the terms of section 48 (3) (5) of the Finance 
Act 1965 and the first paragraph of Schedule 5 to the 
Finance Act 1966, subject to the more restrictive 
requirement that all the ordinary share capital of the 
consortium must be directly owned between not more 
than five member companies. Fluctuations in the 
proportions mutually owned are dealt with by averaging 
while the 1966 go per cent infrastructure of trading 
companies is retained. 

For the stamp duty purposes of clause 27 (see 
below) the 1938 rules are adapted with the substitution 
for ‘ordinary share capital’ of ‘issued share capital’. 
'The meaning of the latter expression is considered in 
Sergeant on Stamp Duties (fourth edition, page 251). 


Disposals of capital 


Under the general rules of Part ITI of the Finance Act 
1965, all forms of property everywhere are to count as 
assets, with particular mention of debts, any form of 
property created by the person disposing of it and 
capital sums received under a policy of insurance of the 
risk of any kind of damage or injury to, or the loss or 
depreciation of, assets. Furthermore, the consideration 
passing is to be deemed to be equal to the market value 
of the assets if the transaction occurs otherwise than by 
way of a bargain made at arm's length or by way of 
distribution from a company in respect of shares in the 
company. 

These rules continue in full force as regards a 
disposal of a debt due from a member of a group of 
companies effected by satisfying the debt or part of it 
or in relation to a disposal of redeemable shares in a 
company on the occasion of their redemption. More- 
over, so far as the consideration for the disposal consists 
of money or money's worth by way of compensation 
for any kind of damage or injury to assets or for the 
destruction or dissipation of assets or for anything which 
depreciates or might depreciate an asset, the disposal 
is to be treated as being to the company (or person) 
which, whether as insurer or otherwise, ultimately 
bears the burden of furnishing that consideration. 

However, the general rule to be applied as regards 
inter-group disposals is that, so far as relates to cor- 
poration tax on chargeable gains, both members are to 
be treated as if the measure of the consideration 
passing was that amount which would secure that 
neither gain nor loss accrues to the transferor. This 
_ rule does not extend to situations where for any 
purpose it is assumed that a member has sold or 
acquired an asset nor is it applicable, whether or not a 
reduction of capital is involved, in the context of 


July 15th, 1967 


paragraph 3 of Schedule 7 to the Finance Act 1965. 
The latter prescribes that in general a company 
receiving (or becoming entitled to) any capital dis- > 
tribution in respect of shares in a second company is to ` 
be treated as having effected a disposal, in consider- 
ation therefor, of an interest in the shares. Such a 
capital distribution includes a distribution in money or 
money's worth in the course of dissolving or winding 
up the company, except one which in the hands of the 
recipient constitutes income for income tax purposes, 
and perhaps the most general character of income in 
this context would be that of ‘distributions’ as referred 
to in section 47 (2) of the Finance Act 1965. 

Again there is no disposal where the capital dis- 
tribution takes the form of a ‘new holding’, that is, the 
shares and debentures which, in relation to the original 
shares of the second company, represent those shares 
following a reorganization or reduction of capital in 
which they are concerned. Such new holdings escape 
the ‘disposal’ net in the circumstances outlined in 
paragraph 4 of Schedule 7, a rule not restricted to group 
holdings. 

However, the acquisition of an asset as trading stock 
from a member who did not hold it as such presents a 
problem. The opening paragraph of Schedule 7 
resolves it by causing the acquirer to be treated as 
having forthwith sold the asset for its market value, 
the latter being introduced into the trading com- 
putations subject to the right of election, where the 
company’s results are dealt with under Case I of 
Schedule D, for a form of ‘roll-over’ relief, that is, 
the subtraction of the gain or addition of the loss as 
computed for gains purposes. In the converse case of 
the disponor selling the asset out of his trade the treat- 
ment is comparable, and in either event if a would-be 
elector is carrying on the trade in partnership the con- 
currence of the other partners is required. 


General rule 


As regards business assets there is a general rule that 
the computation of a chargeable gain is permitted to 
proceed on the footing that the relevant expenditure 
deductible does not have to be restricted by reference to 
claims made or available under the terms of Parts X or 
XI of the Income Tax Act 1952 (capital allowances) 
other than those relating to relief for maintenance of 
agricultural land (section 313) but inclusive of ex- 
penditure on sea-walls relieved under Case VIII and 
amortization of cemetery land (section 22, Finance Act 
1954). Also included are allowances obtained as a 
deduction in computing profits on the occasion of the 
replacement of a capital asset, such allowances being 
regarded as attributable to the original asset. 
However, the position as regards losses is less 
generous. To the extent to which any capital allowance 
or renewals allowance has been or may be made in 
respect of expenditure the latter is not allowable in the 
computation of the loss. If the company making the 
disposal acquired the asset in circumstances con- 
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templated by section 327 (1) (a) of the Income Tax 
Act 1952 (common control) and the parties elected 
under paragraph 4 of the Fourteenth Schedule to have 
the written-down values of the transferor taken over by 
the transferee (subject to the ‘open market value’ 
ceiling) then the antecedent capital allowances thus 
effectively attributed to the second company also 
require to be taken into consideration. 

There are comparable provisions in the Sixth 
Schedule to the Finance Act 1952 of which paragraph 
6 is relevant to gifts or sales (at less than open market 
value) of assets to a company using them for trade 
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purposes, and paragraph 7 concerns a situation 
scarcely relevant to a company, namely, succession to 
the trade of a deceased estate from which the assets are 
gratuitously derived. In the context of inter-group 
transfers the capital allowances of predecessors are 
‘deep frozen’, so to speak, until a disposal takes place 
outside the group, at which point the latent restriction 
on losses may come into play, so far as the ‘frozen’ 
capital allowances have not previously been taken up, 
although the computation of the ‘no gain, no loss’ on 
transfers within the group is not affected. 
(To be concluded.) 


Check-lists and Professional! Efficiency 


MS? people are well acquainted with check-lists 
of one sort or another, though they may not 
always be known as such. For example, we have ap- 
pointment diaries to check our engagements and day- 
by-day activities, and our wives have shopping lists, 
recipe books, and so on. 

Accountants are also aware of the need for forward 
planning, and that most practitioners keep staff 
movement registers and may even combine these with 
critical path methods to achieve greater accuracy. 

Whether we realize it or not, we really employ an 
automatic subconscious form of check-list when we 
dress in the morning or make a cup of tea. If we did not 
we might well find ourselves in the office without our 
pants or with our tea twice sugared; indeed sometimes 
the mental check action fails and we with a sweet tooth 
find we have omitted to sugar our tea. 

The form of an income tax return is that of a check- 
list, since every section calls for a definite reply — 
either positive or negative. Such, too, is the purpose 
and form of the internal control questionnaire. 


Basic form of check-list 


Very little imagination is needed to produce a simple 
check-list to cover the elementary exercise of dressing. 
It might well run as follows: 


. What day do І usually change my suit? 

What day of the week is it? 

. I£ I change my suit today, which suit do I wear next? 

. Does the answer to (3) depend on my ectivities today? 

What shirt and tie go with the selected suit? 

. Is the suit clean and pressed, and are the buttons 
all secure? 

. Is the underwear worn yesterday all right for today? 

. ТЕ not, is a fresh supply available? 
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9. ТЕ still at the laundry, when will I get it? 
то. Should I change my laundry? 
11. Is the bath-water hot? 
12. Who turned off the heater? 
and so on. 


The answers to these questions posed are variable. 
Some will be helpful at the moment; others will draw 
attention to a course of action needed to avoid trouble 
in future. 

The sort of professional check-lists which are the 
subject of this article are designed to serve precisely 
the same purposes, і.е. to act as an azde-mémoire and 
to pin-point matters requiring special or follow-up 
attention. 


Main classes of check-lists 


Many practising firms employ check-lists which they 
send to their clients to facilitate the completion of tax 
returns; but while this is an example which springs to 
mind, it is not the only type. 

Let us consider the sort of advice an accountant 
might be called upon to give his client in the course of 
a typical week. Apart from completing and submitting 
tax returns, clients may want advice on minimizing 
their death duties, providing for retirement, on in- 
surance of all sorts, on the subject of promoting 
efficiency in their businesses, on enhancing the image 
of a public company, and so on. 

It is just not possible for the busy practitioner to 
remember every point on which he should question a 
client, but a check-list at his elbow — at any rate at the 
first interview — should assist him and increase the 
value of the advice given enormously. 

Check-lists are seldom designed in finality at the 
outset, but are subject to continual modification and 
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improvement in the light of experience. They can be Public companies. | 
devised for a variety of purposes and to serve the Partnerships; 


interests of various classes of client, such as: А : ? | | | 
| With the foregoing general introduction, let из 


Private clients (personal tax and financial arrange- pow examine two examples of check-lists which are 
ments); | used in practice. These may suggest further ideas 
Private companies; which the reader may care to follow up for himself. 


PUBLIC COMPANY CHECK-LIST 


CHENE с> у ROR OR OPS Ee КА haw CSE CaS Date of ітвгуіеу................................ 


Management Accounting Interview notes 


Does the client have regular internal accounts ? 
If so, at what intervals ? 
How quickly prepared after accounting date ? 
Are such accounts reconciled with financial accounts ? 
' Are there significant differences 2 
Does the client have budgets ? 
How often are budgets revised ? 
How many different sorts of budgets? 


Income Fay roll 
Capital General expense Direct materials 
Cash | Sales 


Are budgets compared with actual ? 
How does the client deal with overheads in his budget ? 
Does the client keep running stock records ? 
What is approximate annual figure of issues 2 
If there are stores records, how much are the write off/write up 
percentages ? 
Treatment of obsolete or defective items. 
Does the client have cost accounts ? 
Do they reconcile with the internal accounts ? 
Do we ever look at them 2 


Accounting 
Are there book-keeping panics | — or much overtime ? 
Does the client use: 
(a) bound accounting books, 
(5) loose leaf accounting books, 
(c) machine posted books records, 
. (i) fully, 
(ii) partly, 
If so? extension. 
Have we ever reported on bock-keeping systems — if so — when? 
Does the client prepare his own annual accounts? 


‘Audit 

Have we completed an internal control questionnaire and duly followed it up ? 

Do we do our detail audit in depth? 

Does the client prepare for himself a full set of schedules ? 
Does he give us copies? 

Do we supply him with a management report and schedules 2 
Do we do any cost analysis in the report, or interim comparison, or 

efficiency ratios in support (see attached) ? 

‘Does the client have an organizational chart? 15 it kept up to date? 

Ratio and Trend figures. 

. When was our audit programme last reviewed ? 

When were audit schedules last reviewed ? 
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PUBLIC COMPANY CHECK-LIST (continued) 


General Interview notes 
When did a partner last entertain the client ? 
Whom did he entertain 2 E 
Does a partner meet the company's secretary and/or executive directors 
at frequent intervals other than at the end of its financial year? 
Are clients kept advised of: 

(a) modern trends regarding staff pension and employees' share option 
schemes; 

(b) interesting points in the presentation of accounts of similar or 
competing public companies and also recommendations of the 
Institute regarding ‘presentation and description of items in 
published accounts ? 

Are we familiar with current business of client — when was works/ 
factory last visited ? 
Do we keep up to date on activities from Press comment — are we on 
company's mailing list for circulars to shareholders ? 
Is company vulnerable to take-over — have we discussed position with 

Directors ? 

Debtors should not exceed two month's turnover. 

Control system for overdue debts. 

Stock turnover — four times a year? 

Accounts department should be respected by others and ready to receive 
inquiries. 

Can we advise on future financing? - 

Assessment of staff capabilities — suitability for promotion in event of 
vacancies at higher levels ? 

Do we agree the tax liabilities — or advise the company on its tax? . : 


Annual Accounts 
When was the present form introduced 2 
Have we suggested a new form? 
If so, when did we? 
Do we show a funds statement to demonstrate cash flow 2 
Do we have a ten-year table of trends, etc? 
Do we use graphs to illustrate the accounts 2 ` 
Do the accounts show the nature of the company’s business 2 
Can we recommend better printers ? 


Contributions to Company Organization 

Does the company have a registration department ? 

If so, do we carry out a transfer audit? Do we assist in the registration 
work ? Would it be cheaper for the company to employ our registration 
department 2 


Publicity 

Does the company welcome new shareholders ? 

Do new shareholders receive a recent set of accounts ? 
Are there interim published statements ? 


Reports 

Do we report on new business opportunities : 
(a) when specifically requested ? 
(Б) when we see or hear of an opportunity of interest 2 

If we make reports, do we supply copies to the board as a whole (and 
also to company's solicitors on suitable occasions e.g. amalgamations, 
take-overs, prospectuses) ? 


Dividend Policy 

Are interim dividends paid ? 

Can the form of dividend warrant or voucher be improved ? 

Are bank mandates encouraged to avoid possibility of unclaimed г 
dividends ? 

Where trusts are not recognized under the articles, does the company 
encourage use of letters of request so that trustees may vote ? 


Stock Exchange 
Is the company complying with indenki: aei 
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PARTNERSHIP CHECK-LIST 


Date of іпівгтуіву................ Сіепі................ Comments Interview 
notes 
І. Constitution of Partnership 


How is partnership constituted : | 
by deed? (term? expiry date 2) A copy should be attached. 


by verbal arrangement ? An outline should be attached. . 
If not by deed, what is understood to be the arrangement? It may suffice to say ‘equal shares’. 
Is a deed desirable ? The note should say why. 


Has partnership name been registered under Registration of 
Business Names Act ? 

Is goodwill included in deed ? 

If so, should it be defined more scientifically, or excluded 2 

If excluded what annuity arrangements are suggested ? (see 
below ; see also section V). 


. Partnership Insurance 


Has insurance been taken out on partnership assets 2 State also whether adequate. 

If not, what insurance is desirable ? If detailed, can һә on list attached. 

Have partners insured egainst death or accident to their State method adopted if any. 
partners ? 

If not, what suggestions should be made ? A statement may be attached. 


Are partners required to :nsure for retirement? (see above). 


. Some Aspects of Partnership Taxation 


Who advises firm on tax matters? 
Who advises individual partners on tax matters ? 
Has there been a change of partners in the year under 
review ? 
Or next year? State date or dates. 
Should continuation be claimed ? 
Is it preferable to treat rew partner as salaried for the past 
year? 
Are partners' wives employed in the partnership ? 
If so, are their salaries the maximum justified by their duties 
and the tax position, having regard to profits available 2 
Is work in progress valued for tax purposes State basis of valuation. 
If not would cessation call for a probable revision in the 
basis of tax payable on future profits ? 


IV. Some Estate Duty Points 


What is value of partners' estates for duty purposes at this 
date: 
Partner A ( 
Partner B ( 
Partner С ( 
Partner D ( 
Partner E ( 

In arriving at value as above is anything included for goodwill ? 

If so, how much? 

Is duty on gifts inter vivos likely to arise on succession of 
partnership shares (especially father to son) ? 

Is business readily saleable ? 

If not, would it be more easily marketable as a private 
company ? | 

Would any loans (e.g. bank overdrafts guaranteed) be State amounts and describe briefly. 
immediately repayable ? 

What is maximum sum required immediately by continuing 
partners 2 

Have all partners made wills ? : Attach copies of wills, or notes 

thereon (if available). 


State rate of E.D. applicable. 


A ee 


Are they adequate and up to date? 
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we've been 
able to re-equip . 
-without giving . 
up control 


Mr. A's engineering works boasts a tradition of crafts- the company's policy. We were able to reassure them. 
manship which stretches back a century and more. Having satisfied ourselves that the business was in 
Unfortunately, their equipment is also very old and a good shape and the proposition sound, we were : 
comprehensive re-tooling programme was necessary delighted to do as we always do—let the company's 
to help them to keep up with their competitors. But ^ directors continue to direct without reference to us. 
this programme could not be financed out of working If your company, like Mr. A's, stands in need of 
capital ; they needed outside help to the tune of some modernisation, І.С.Е.С. may be able to help you in the 
£180,000. After some hesitation, they came to I.C.F.C. same way. Start by writing for our booklet Capita/ for 
Why the hesitation ? Mr. A's Board was afraid that, Business. Then come and talk to us at whichever of . 
having made the loan, І.С.Р.С. would seek to dictate our offices is most convenient to you. 


Industrial and Commercial Finance Corporation Ltd., 

Piercy House, 7 Copthall Avenue, London, E.C.2. 

Offices in Birmingham, Bristol, Cambridge, Cardiff, Edinburgh, 
Glasgow, Leeds, Leicester, Manchester, Newcastle-on-Tyne, Reading. 
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decision has beentaken: - 


its an NCRcomputer . 


А lot of discussion and many searching questions :.. You'll be impressed by the trouble NCR takes to establish 
are needed to decide which computer suits a 5 your requirements ... and by the practical ways in which 
company best. The wide range of NCR systems— : these requirements can be met. And when you finally 
and the unrivalled services behind them— ‘choose NCR you'll know that you're in good company. 


explain why the choice is so often NCR. 


_ Comprehensive technical services, advanced software, 
expert help in site planning, staff selection and training 
and other matters . . . all backed by the resources of a 


world-wide organisation whose computer developments D аа County counei: po s Ltd ildi 
are based on unrivalled experience of business data ‚ C. Johnson & Son Ltd - Leicester Permanent Building 


processing. It is these factors, as much as the capabilities. Society - Littlewoods-Ltd - Lockheed Hydraulic Brake 
of the hardware, that enable NCR to meet so many Co. Ltd - Martins Bank - Mercantile Credit Company Ltd - 
data processing needs so successfully. . Midland Bank - Procter & Gamble Ltd - Spillers Ltd - 
Talk to NCR before you make your computer decision. Sun Life Assurance Company of Canada 


Decision Makers. These are just a few of the leading 
_ organisations that have already chosen NCR computers: 
A.E.C. Ltd - Associated British Picture Corporation - 
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Decimalisation and NCR. NCR is planning ahead for every 
aspect of business data processing, and new developments 
include the revolutionary NCR Point Range of machines for 
instant conversion to decimal operation. Advanced cash 
registers, accounting and adding machines, input preparation 
equipment, British computers made by Elliott-Automation— 
all these are part of NCR's total systems. Plan ahead with 
NCR—and start that planning now. 








THE NATIORAL CASH REGISTER COMPANY LTD 206 Marylebone Rozd London Tal: 01-723 7070 


NCR76P 


ТНЕ 


р ACCOUNTANT July 15th, 1967 


| Just imagine calculating | 
| the interest on Ё1,894-6-О 
3 | at 73% for 297 days to six | 


| decimal places,in eight seconds — : к E 


ЈЕ CU o uu | 
уа ‚ч | 


b. 





| ^ P. L P Nota buzz, аа анта Nothing =e a 
ИЕТ Absolute silence, sheer simplicity and incredible speed | | 
| » 'are just a part of the Toscal story. 7 


Soshiba 


à ; г] 
QUALITY SINCE 1897. | : ай | 1 А j : : ү 
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from 
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үс = “Write for the fully illus:rated leaflet from ADM Business Systéms Limited, ADM House, Northfield Avenue, London W5, GEO 1212. > 
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PARTNERSHIP CHECK-LIST (continued) 


V. Retirement Provisions 


МІ. 


VII. 


Have partners a retirement plan ? Have they made arrange- 
ments for succession by younger partners ? 
Does deed provide for lump-sum repayments of 
(1) capital. 
(2) goodwill (if any) ? 
If so, how much? 
If not, do partners receive an annuity from the continuing 
partners ? 
By whom or in what proportions ? 
Is this covered by insurance? 
Is the annuity for a fixed term? 
Does it cover widows and other dependants ? 
Have partners consented to continued use of their own 
surnames as part of continuing firm's name ? 
How long have continuing partners got to find money to 
repay deceased partners' accounts ? 


Finance of Working Capital 
Has any provision (by insurance policies etc.) been made 
for ensuring cash to pay outretiring partners ? 
What are estimated (а) maximum and (5) minimum 
requirements ? 
How much can be provided by partners in their sharing 
ratios 2 
How much extra can be provided by individual partners ? 
At what rate of interest? 
What alternative sources are available ? 
(8) banks? 
(Б) other institutions ? 
(c) is incorporation a possibility having regard to nature 
of business and if so, is this an avenue to be explored ? 
Are any assets under hire-purchase ? 
Are debts being discounted ? 
Are there outside loans from individuals whose sudden re- 
request for repayment would be embarrassing ? 
Can we suggest better ways of raising finance 2 
Are debtors unduly slow in paying ? 
Are interim statements readily available to partners ? 
Are statements sent out regularly and promptly ? 
Can we assist here ? 


Staff 

Is anyone specifically responsible for staff ? 
What staff is employed ? 

How many are permanent employees ? 

Is there an illness and accident scheme? 


Is there a profit-sharing bonus scheme 2 
[s there a staff pension scheme? 


If so, is it adequate? 

If not, what can we suggest to help? 

Is there any plan for staff training ? 

Are the terms of the Contracts of Employment Act 1963 
being observed ? 


Are the terms of the Offices Shops and Railway Premises 
Act 1963 being observed ? 


Comments 


State whether wholly or partly. 


State name of insurance company 
and brief details. 
State basis. 


State name of insurance company 
and brief details. 
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Equipment 
іп the Office 





Modern Data Punch 


A BIRMINGHAM data-processing bureau has designed a 
punch/verifier to match the advanced designs of third 
generation computers. The bureau, Datapron Services 
Ltd, has set up a sales organization, Datapron Systems, 
which already has a production backing of forty units a 
week. 

Datapron claim that through the use of plug-in silicon 
transistor switching circuits for all control functions, 
reliability is assured. No relays are employed and most 
electro-mechanical timing devices, normally provided 
in this kind of equipment, have been replaced by well- 


proven electronic circuits. These techniques increase the - 


equipment life and reduce any stoppages for fault recti- 
fication to a few minutes. 

The most essential feature is the complete freedom given 
to the keyboard working position. Because it is not fixed 
to the desk top, the operator is able to reposition the 





Datapron Punch/Verifier in use. 
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shallow keyboard as required during a working day, either 
to get a different sitting position or to make room for a 
closer study of the data sheets. Safety is effected by con- 
cealing and strapping all plugs, and wrong connections are 
prevented by the socket-pin patterns. 

In the verify mode, a simple display panel enables the 
operator to correct data easily. Selection keys allow the 
Datapron Verifier to operate in the punch mode, whereby 
the operator creates a punched tape by keying data read 
from printed documents, or the verify mode, in which a 
new tape is made after the operator has repeated the keying 
operations and made any necessary corrections of adding, 
changing or removing data. 

Datapron Systems, Eldon House, Roebuck Precinct, 
Birmingham 23. 


For Report Collation 


THE PAPER Handling Division of ADM Business 
Systems has introduced an electrically operated semi- 
automatic collator of vertical design. This machine, the 
Ordinette, has eight stations and requires a desk area of 
only 17 by 16 in. The self-compensating feed enables a wide 
range of stock to be handled from manifold to 3-sheet 
card, including one-time carbons, in sizes 7 by 5 to 11$ by 
8 in. 

Each station can accommodate 400 sheets of bank paper 
and an efficient operator can collate 1,000 8-sheet sets an 
hour. 

ADM Business Systems Ltd, ADM House, Northfield 
Avenue, London Ws. 


Twenty-four-Character Punching Aid 


A DEVICE that will automatically generate the punching 
of a predetermined sequence of up to twenty-four charac- 
ters has been developed by Creeds for use with their 
Model 7P/N Series 1 (5-unit) keyboard tape punch. 

The new device, known аз the 
Format Generator, is brought into 
operation by pressure on one key, 
when the full sequence of twenty- 
four characters is punched in about 
five seconds. The Format Generator 
has been developed for use where 
there is frequent punching on a tape 
of the same sequence of characters. 
The main advantage resulting from 
its use is a saving in operator time 
and effort. 

The coding of the twenty-four- 
character sequence is determined by the 
contours of a series of interchangeable 
metal bars (wards) located around the 
outside of a drum at the top of the 
mechanism. The coding of the com- 
plete drum, or any single character on 
it, can be changed without removing 
the device from the machine. 

The General Post Office and Cables 
& Wireless Ltd have ordered the 
device to generate the end of message 
sequence laid down for use on inter- 
national telegraph networks. 

Creed & Со Ltd, Hollingbury 
Brighton, Sussex. 
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New Dictating Machine 


OMAL has launched a restyled version of the Omal- 
Rex dictation machine which uses magnetic discs as the 
recording media. The machine has a loud-speaker, with on- 
off control, which means that senior secretaries, with their 
own offices, need not use earphones. The machine can also 
be used at conferences to give sales messages to groups or 
representatives. А 

A push-button erasure, which clears the disc in a matter 
of seconds, is built in to the machine, and this feature is of 
special value for executives whose work is of a secret or 
confidential nature. There is also a variable speed control 
which enables secretaries, when playing back, to match the 
dictation speed to their typing speed. This mechanism also 
helps them to clarify what may appear to be ambiguous 
words or expressions. 

Mr Bob Roberts, Omal’s technical director, says: "The 
Omal-Rex dictating machine.has unit construction. The 
complete electronic printed circuit can be taken out and 
replaced in three minutes — simply by removing five 
screws. This cuts out the need for expensive electronic 
servicing in the office since any electronic circuit or com- 
ponent fault can be corrected in three minutes.’ 

Price £80 17s (Secretarial Transcription model: £70 7s). 

Office Machinery Ltd, 169 Tottenham Court Road, 
London Wi. 


For Cutting Stencils 


A DESK-TOP stencil cutter, the Gestetner E.S. 455, 
which has just been introduced by Gestetner Duplicators 


Ltd is claimed to be the fastest scanner yet made. At - 


cutting speeds of 200, 400 and боо, the approximate time 
taken on a copy width of 83 in. is respectively six, twelve and 
eighteen minutes. With a maximum scanning area of 14 
by 8} in., the new model can record any typed, printed, 
written or drawn matter, text and line illustrations from 
magazines, technical abstracts, ruled forms, half-tone 
prints and well-contrasted photographs. 

The cutter has simplified controls for ease of operation; 
these are placed at the front of the machine and by the 
elimination of any need to adjust the cutting density when 
the scanning speed is changed the operator's task has been 
simplified. 

The machine, which has three push-button switches, a 
two-way power switch (white), a stop switch (red), and a 
two-way start switch (green) measures approximately 
25 by 15 by 1o in. and weighs 63 lb. It is strongly built with 
:a moulded glass-fibre casting in light and mid-grey. 

Gestetner Duplicators Ltd, 210 Euston Road, London 
NW. 


Rotary Copier for £51 9s 


OMAL have introduced a new photocopier the all-British 
Omaline Rotary. 

The machine, which is 6} by 10 by 193 in. wide, weighs 
only 16} lb. It has been designed to work in conjunction 
with the new Agfa-Gevaert and Kodak transfer-diffusion 
materials, which eliminate cleaning problems normally 
associated with this copying process. Standard chemical 
transfer papers, however, can also be used with the 
machine. 

Ап air-pump syster feeds the chemicals to the developer 
-tank and automatically tops it up when necessary. As soon 
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as the machine is switched off, the Наша drains out of the 
tank. ' 

Two compact Omaline paper dispensers (£10 105 a 
pair) are also available to complement the machine and to 
simplify the storage of negative and positive paper. 

Office Machinery Ltd, 169 Tottenham Court Road, 
London Wi. 


Equipment for Direct Debiting 

EQUIPMENT which will make it possible for firms to 
prepare their own direct-debiting documents is now avail- 
able from British Olivetti Ltd. Known as the Olivetti 
7,000 and 8,000 Encoder System, the machines enable 
companies to have complete control of the issue of direct 





Olivetti 7000 Encoder for direct debiting. 


debits under the arrangements recently announced by the 
Committee of London Clearing Banks. 

The equipment can record standard and variable infor- 
mation as required for standing orders, insurance premiums, 
and the payment of bills such as rates, electricity, gas, and 
the settlement of accounts irrespective of whether the 
information is typewritten, machine produced, or even 
aand-written. The equipment costs from £600 to {£800 
depending upon the facilities required and the information 
to be encoded. 

British Olivetti Ltd, 30 Berkeley Square, London Wr. 


File of Useful Facts 


AN ingenious idea from Block & Anderson in the form 
of sales literature, is a series of factual sheets on all their 
equipment; these sheets are gathered together in a folder 
entitled Fact File – а Guide to Office Equipment Applications. 
Though some of the sheets are simple in their approach, 
this has the virtue of making them easy to understand and 
assimilate quickly — would that all sales literature were 
produced with the same care. 

The sheets are in four basic groups — calculating, 
reprographic, paper handling and systems work - to en- 
compass such areas of office work as costing, production 
control, export documentation, record production and 
paper folding. Copies of the Fact File are available from 
Block & Anderson Ltd, Banda House, Cambridge Grove, 
London W6. 
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Reviews 


Your Money. A Guide to Individuai 
Investment 

by Marcor NAYLOR. 

Barrie & Коскі Ltd, London. 155. 


The Pan Guide to Saving and 
Investment 

James J. Коўлатт and D. DAVENPORT. 

Pan Books Ltd, London. 6s. 


Both these books deserve a werm welcome despite the large 
number of such guides to investment which are available 
already. Miss NayLor’s book is more specialized than the 
Pan Guide in so far as she is concerned solely with the 
purchase of shares. ЈЕ is aimed primarily at the small 
investor with virtually no knowledge either of company 
finance or company accounts or the mechanics of invest- 
ment. Much of it, she notes in her introduction, is based 
upon the numercus letters and queries she received during 
her first two years as financial editor of the Observer. Miss 
Naylor is a strong believer in equities, but the advice she 
gives on investment is not clouded by her own particular 
enthusiasms. 

The Pan Guide covers not merely equity investment, 
although this comprises a large part of the work. It dis- 
cusses at some length various forms of savings including life 
assurance and unit trusts, and it has a useful section on tax 
relief both to capital gains and company tax as well as a 
useful explanation of double tax relief. In short, this is 
written for a more sophisticated reader than Miss Naylor's 
work and is eminently suited to any student taking ac- 
countancy and similar examinations. 


introduction to Business and 
Economic Statistics 
Third edition, by JoHN К. Ѕтосктом. 


South Western Publishing Co and Edward Arnold 
(Publishers) Ltd. 66s. 


This is an American textbook introduced to the British 
market by a United Kingdom publisher. It covers the 
standard topics of a course in elementary statistics for the 
non-specialist, i.e. non-mathematician, from tabulation and 
graphical methods to sampling theory and practice. There 
is an extended treatment of time series analysis and a good 
exposition of correlation and regression. The text is supple- 
mented with several statistical tables including random 
numbers, chi-square and t. distributions. 

As in the case with good American texts the exposition 
is good, the narrative being well illustrated with examples. 
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It would be a useful aid to anyone taking the С.М.І. 
examination, but in fairness to potential purchasers it must 
be said that the price is rather high for a conventional, 
albeit sound, book. 


What the Common Market Really Means 
by Derek Н. HENE, M.A. 
Jordan & Sons Ltd, London. 18s 6d. 


Intended as an introduction to the question of whether or 
not Britain should join the European Economic Com- 
munity, this book fully serves that purpose. The author, 
a barrister, has set out in readable fashion not merely the 
history of the development of the Community, but he 
examines as dispassionately as is possible the considerations 
which must be taken into account in assessing the case for 
and against Britain’s application for admission to the 
Community. For the practitioner with an interest in these 
matters this book can be recommended. 


Collective Bargaining: Prescription for 
Change 

by ALLAN FLANDERS. 

Faber & Faber Ltd, London. 16s. 


This monograph is an expanded version of Professor 
Flanders’s evidence to the Royal Commission on Trade 
Unions. The author brings all his well-known expertise 
to an examination of the fundamental weaknesses of the 
present-day system of collective bargaining and develops a 
series of recommendations for reform. As may be expected 
from an author with such wide experience of negotiation 
on pay claims, these recommendations appear to the un- 
involved reader both logical and practicable. The main 
merit of this book for the average layman is the insight it 
provides into the complexity of the problem known as an 
‘incomes policy’. 


RECENT PUBLICATIONS 


ТАХ AND THE FAMILY Business, third edition by Milton 
Grundy, M.A. x 4-178 pp. 7$ X 5. 30s net. Sweet & Maxwell 
Ltd, London. 

A. Dictionary oF Economics AND COMMERCE, second 
edition, by J. L. Hanson, M.A., M.ED.(LEEDS), PH.D., 
B.SC.(ECON.) (LONDON). 432 pp. 9 X 55. 35s net. Macdonald’ 
& Evans Ltd, London. 

ADVANCED CONSOLIDATION OF FINANCIAL STATEMENTS, by 
Н. S. Cilliers, в.а., LL.B. (Саре Town), LL.D. (South 
Africa), С.А.(5.А.), and S. Rossouw, M.com.(Acc.) (Pretoria), 
M.B.A. (Western Ontario), С.А.(Б.А.). viid-188 pp. Card 
cover, 94 x 75. R.4.85 (approximately 48s 6d) net. Butter- 
worth & Co (South Africa) Ltd. 

AccouNTING: А PROGRAMMED Техт, Volumes І and II, by 
James Don Edwards, РН.р., C.P.A., Roger Н. Hermanson, 
PH.D., С.Р.А., and R. Е. Salmonson, PH.D., C.P.A. ххі--760 
pp. xxi--854 pp. 94 x 64. $11.95 net each volume. Richard 
D. Irwin, Ínc., Illinois. 

JAPAN AS А MARKET AND SOURCE ОБ SuPPLY, by С. C. Allen, 
C.B.E., Е.В.А. viid-140 pp. 8X 5. 30s net. Pergamon Press 
Ltd, Oxford. 

CASE STUDIES IN MARKETING, FINANCE AND CONTROL, edited 
by Michael Ivens and Frank Broadway. хіі--314 pp. 
9 X 5$. 55s net. Business Publications Ltd, London. 





These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London WCz. 
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Sears Holdings 


NCLUDED in this week’s reprint from the accounts of 

Sears Holdings Ltd is the auditors’ report which, it will 
be seen, draws attention to Note 12 and the lack of pro- 
vision for any loss on possible disposal of the group’s 
shipbuilding interests. The auditors’ comment on the 
varying accounting dates of subsidiaries and the auditing 
of some subsidiaries’ accounts by other firms may also be 
noted. 

But of particular importance is the point on Note 12, 
because that is where trouble last year hit Sears Holdings, 
the group colloquially known as ‘Mr Charles Clore’s 
shoes, shops, shipbuilding and engineering group’ -— 
although even that description does not cover the full 
group ramifications which include car distributing, jewellery, 
laundries and textile machinery. As the accounts show, as 
much as £6-5 million has been written off against actual 
and anticipated shipbuilding losses – the shipbuilding 
subsidiary being Furness Shipbuilding Co Ltd on the Tees. 

In x962 Furness embarked on a substantial moderniza- 
tion programme, although Mr Clore says that this was 
undertaken ‘not without some misgivings’. At the time, 
shipbuilders in the north-east were being exhorted by the 
Government to increase employment in the area. Over £4 
million was invested in the modernization scheme and by 
the end of 1964 the programme was well advanced and 
early in 1965 a number of fixed price contracts were booked. 


Wages escalation 


Estimates on which the contracts were based included a 
. reasonable allowance for wage increases but also assumed 
economies in costs and production time stemming from 
the modernization programme. Twelve months later, 
however, it was clear that the contracts could only be 
completed at a loss, due mainly to the ‘unprecedented 
escalation of wages’ which followed in the wake of the 
north-east development programme as a whole. Govern- 
ment-encouraged industrial development created an acute 
shortage of skilled labour, and labour made the most of the 
shortage. 

Even so, estimates and progress reports produced by the 
end of 1965 indicated that, after writing off over £1 million 
in respect of current losses, the further losses on completion 
of outstanding contracts would be less serious. In the latter 
part of the summer of 1966, however, it became apparent 
that those estimates could not be fulfilled, that costs had 
risen very much more than ever seemed possible and that 
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SEARS HOLDINGS LIMITED and Subsi 


ACCOUNTANT 


31st December 1965 


£ 


£ 


31st January 1967 
112,232,801 


£ 
. 20,755,839 
18,703,643 
11,603,223 
51,062,705 


31st рете 1965 


£ 
20,755,839 


31 s January 1967 


£ 
42,992,614 


£ 


FIXED ASSETS (Note 8) 
Land and buildings 


HOLDINGS LIMITED (Note 2) 
CAPITAL RESERVES (Note 3) 


ISSUED SHARE CAPITAL OF SEARS 
RETAINED PROFITS 


Plant, machinery, fixtures and fittings and motor 


17,633,975 


24,198,612 


vehicles 


23,283,585 


60,626,589 


136,431,413 


8,556,410 
52,595,834 


LEWIS'S INVESTMENT TRUST LIMITED 


—wholly owned subsidiary not consolidated 


at 31st December 1965 


MINORITY INTERESTS IN SUBSIDIARIES 


63,816,131 
2,188,994 


2,087,006 


TRADE INVESTMENTS AT COST 


14,914,000 
17,960,354 
33,864,142 32,874,354 


14,764,000 
19,100,142 


Preference shareholders 


Equity shareholders 


CURRENT ASSETS 


18,854,862 
34,466,658 


40,867,312 
33,998,899 


Debenture stocks and mortgages—secured 


Other—unsecured 


LOAN CAPITAL (Note 4) 


Stocks and work in progress, less £6,033,000 (1965— 


53,321,520 


74,866,211 


34,494,159 


44,039,318 


£5,251,000), received on account (Note 9) 
Debtors, bills receivable and prepayments 


Quoted investments at cost 
(market value £383,250) 


18,391,852 


240,540 900,404 21,887,465 


SULPHUR CARRIERS VENTURE (Note 5) 


CURRENT LIABILITIES 


75,714 
8,433,597 
10,792,163 


60,984,249 


85,228,257 


Balances with bankers and cash in hand 


Short-term deposits and treasury bills 
The notes on pages [82-84] form part of these accounts 
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Provision for future shipbuilding losses (Note 12) 
Shareholders in the company 
Outside shareholders in subsidiaries 


Taxation (Note 11 (с)) 
Amounts received in advance of work in progress 


Creditors, bills payable and accrued expenses 
Dividends accrued and proposed: 


Bank overdrafts and acceptance credits 


49,456,980 
#187,615,963 


62,179,949 
£223,746,676 


£187,615,963 


£223,746,676 
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delays and ‘difficulties were such that the whole building | | ' 
programme would need to be recast at considerable further 
loss’... i 

A major problem was the acceptance of a contract 
booked early in 1965 for a. floating drilling rig. This so 
monopolized the situation that one complete ship had to 
be subcontracted to another shipbuilder, the hull of a 
second was subcontracted to a third yard, substantial 
subcontracts were placed for. prefabricated steel work and 
an order for a large tanker was cancelled by agreement with 
the owners. 


Chartered Accountants 
17th May 1967 


PRICE WATERHOUSE & CO 


Closure threat 


'The normal basis of accounting at Furness was to spread 
profit from individual contracts over the period of work, 
but in the case of unprofitable contracts it has been sought 
to provide in full for the loss if work had been started at 
the balance sheet date. The loss for 1966, with the hind- 
sight of the knowledge possessed concerning the probable 
outcome of work already started, would have been about 
£3 million, but completion of work yet to be begun was 
judged likely to involve losses of a further £3:5 million 
in 1967 and 1968. Therefore a provision of 26:5 million 
in the 1966 accounts was decided to be the *proper course 
to follow in the interests of the shareholders as a whole’. 

Mr Clore reports that since the autumn of 1966 a new 
managing director has been appointed to Furness and the 
management team has been strengthened. With the assist- 
ance of the group auditors, the cost of completing all 
outstanding orders has been reappraised. The total pro- 
vision of £6°5 million is expected to meet all revenue 
losses on existing contracts which should be completed 
by the end of 1958 or early in 1969 - ‘in the absence of 
unforeseen catastrophes or exceptional further cost 
increases during the next eighteen months’. 

‘Management and men are aware that we have made 
these provisions and that we are prepared to do no more’, 
Mr Clore says. It is hoped that profitable work will be 
found to succeed the existing contracts but ‘if this cannot 
be found, or if future events show that the large provisions 
now made are inadequate, the shipyard will be closed 
down’. 


As indicated іп note 12, no provision has been made for any loss which might result {гот a disposal of the 


group’s shipbuilding interests. 
company, a true and fair view of the state of affairs as at 31st January 1967 and the profit for the period from 


1st January 1966 to 31st January 1967 of the company and of the group consisting of the company and its 
subsidiaries, so far as is practicable in view of the fact that the accounts of some of the subsidiaries are made 


up to dates and cover periods different from those of the company’s accounts. 
with the said information and explanations, gives with the group accounts in the prescribed manner the 


company has kept proper books and the balance sheet of the company, which is in agreement with them and 
information required by the Companies Act 1948. 


Subject to this, in our opinion the foregoing accounts and notes give, so far as concerns members of the 
We have obtained all the information and explanations which we considered necessary. In our opinion the 


The accounts of some of the subsidiaries have been audited by other firms. 


To the members of Sears Holdings Limited. 
3 Frederick’s Place Old Jewry London EC2 


REPORT OF THE AUDITORS 


1965 

£ 
5,580,000 
6,701,700 
12,281,700 


1966/7 
5,500,000 
10,783,632. 
16,283,632 
000,000. 
(9) The directors аге of the opinion that, so far as can be ascertained, the close company provisions of 


Capital charge 


It is at this point that the matter of Note 12 and the lack 
of provision for loss on the possible disposal of the Furness 
subsidiary arises. Mr Clore says that any possible closing 
down expenses and writing down in 1968 or 1969 of the 
£3°6 million capital investment in Furness ‘would be a 
capital charge to ће borne out of capital surpluses’; but the 
board is presumably against anticipating something that 
it hopes to avoid. 

On the other hand, the chairman’s statement suggests 
that the directors would not exactly weep if Furness could 
be taken into another shipbuilding group through a 
merger operation on the lines suggested in the Geddes 
Report on the shipbuilding industry. Mr Clore comments 
‘we have taken a leading part in seeking the formation of a 
suitable group but other skipbuilders also have their 
problems and progress has been slow’. 

Not everyone, it seems, agrees with the Sears board’s 
assessment of the Furness yard as ‘the best equipped in the 
area (and possibly the best in Britain)’ and that, now that 
losses on existing contracts have been met, ‘nothing on our 
side stands in the way of Furness joining a suitable group’. 


Jaries 


ber 1966 and in consequence no relief from taxation 


for any capital loss which might arise in the event of a 


disposal of this investment or the underlying assets represented thereby. 


at current rates of taxation the amount deferred is estimated at £2 
onall unprofitable shipbuilding contracts. Of these provisions, approximately £3,500,000 relates 


Corporation tax payable 1st January 1968 


Other taxation 
preciation had resulted in a deferment of tax for which provision has not been made in the 


At 31st January 1967 the cumulative excess of initial and other capital allowances over corresponding 


de 
the Finance Act 1965 do not apply to the Company. 


accounts; 
is available this year againsc these losses; it is expected that relief on this amount will be obtained in 


future years. 
Amounts recorded in foreign currencies have been included as regards fixed assets at the rates ruling 


The Company's investment in Furness Shipbuilding Company Limited is included in the balance sheet 
at the date of acquisition and as regards all other tems at the mean rates ruling at the year end dates. 


Provisions have been made in the group results for the estimated losses to completion, including finance 
at £3,611,000. Provision has not been made 


(c) Taxation included under Current Liabilities in the Consolidated Balance Sheet comprises: 
charges, 


to contracts which were not started at 34st Decem 


SEARS HOLDINGS LIMITED and Subsi 
NOTES ON THE ACCOUNTS — continued 


12. Shipbuilding losses 
13. Foreign Currencies 


11. 
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СЇТҮ МОТЕ5 


QUITY sections of the stock-market seem now to be 


set in a sideways groove. Prices are at a pitch where new 
buyers tend to think shares dear, but also at a pitch where 
long-term holders are still fully prepared to hold rather 
than sell. This is a combination theoretically making for a 
gradual net rise rather than the reverse, but it is a combina- 
tion on which the effect of good or bad news is apt to be 
exaggerated in terms of price movements. 

There seems to be an inclination at present to look around 
for something that can be bearishly interpreted. The run 
on ‘gilts’ was an example but it was not strong enough to 
have any major effect on equities. 

Shortage of shares remains acute and although share 
shortage is not necessarily an entire insurance against a 
price setback, it is an insurance against a setback going 
particularly far — that is in the absence of any major upset. 
Jobbers on the London market would probably like to see 
a shake-out putting equities back to levels at which a greater 
volume of turnover could result, but, while general invest- 
ment opinion views the immediate future in terms of econo- 
mic reflation, there is no real prospect of the shake-out 
coming about. 

With the market in its present groove, main interest is 
still likely to centre on the round of take-over and merger 
deals which provides some scope for short-term market 
operation. | 

* * * | * 


TS outline of Conservative Party economic policy given 
by Mr Heath last week-end was considered in the City 
to be a well-reasoned series of moves designed to overcome 
basic economic problems which have dogged the economy 
since the war through the unbroken chain of 'Stop-Go'. 
Cynically it may be said that politicians in opposition can 
afford to be realistic but Mr Heath's view that, if long-term 
economic objectives are seen to be right then the sbort- 
term crises of confidence need not arise, is a sound опе. 


That is particularly so at the present time when the Govern- 
ment seems to be moving towards a position of having to 
reflate too much, too late. Ап overheated economy in 1968 
could well result from present policies, with the familiar 
consequences. 

Mr Heath's programme of reform of the trade unions, of 
agricultural price policy and of social services is hardly a 
vote-catching exercise under conditions in which the bulk of 
the electorate still refuses to see Government economic 
policy in terms of personal implication. Possibly the biggest 
single post-war failure of the politicians has been their 
inability to communicate in economic terms. 

* * * * 

HE common theme in banking half-year statements is 

the combined effect of a lower level of advances and 
rising costs or profits. The ‘incidence of selective employ- 
ment tax’ has been generally reported in the context of 
rising costs. Profits are mainly described as 'somewhat 
lower’. There is unanimity on this point but that, apparently, 
does not apply to the banking view of the Prices and In- 
comes Board's recent report on the banking system. 
Discussions on the report, it is understood, have shown 
considerable division of opinion on what the banks should, 
or should not, do about it, particularly on the matter of 
competition for deposits. 


* * * * 


ESTMINSTER BANK’S new ‘Unisavings’ bond 
У scheme, in connection with Westminster Hambro 
Trust, brings a new marketing line into ‘over the counter’ 
unit trust sales. Westminster and Lloyds have both com- 
mitted themselves to unit trust promotion, but there is no 
indication as yet of the other members of the 'big five' 
following suit. One bank in particular is, at present, very 
much opposed to its customers shifting their deposits into 
a unit trust over the performance of which the bank would 
not have entire and guaranteed control. 


RATES AND PRICES 


Closing prices, Tuesday, July 11th, 1967 


Tax Reserve Certificates: Companies 33% (24/6/67); 2% % surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 .. .. 4% July 14, 1966 .. e 795 
Feb. 27, 1964... ee 5% Jan. 26, 1967 .. .. 64% 
Nov. 23, 1964 sa 7% Mar. 16, 1967.. .. 6% 
June 3, 1965 .. .. 6% May 4, 1967 .. .. 5%% 
Treasury Bills 
Mays .. £5 4s 835d%  Juneg .. £s 55 1'914% 


Маў їз .. 45 4s 5'414% June 16 .. £5 55 5'254% 
Мау 19 .. £5 4s 383d% June 23 .. £5 ss ood% 
Мау 26 .. £5 45 11'474% June зо .. £5 ss 6':024% 


Јапе2 .. £5 ss 5498, July7 .. £s 6s згодай 
| Money Rates 

Day to day .. 31-54% Bank Bills 

7days ..  .. 34-51% 2 months .. 50-52% 

Fine Trade Bills _ 3 months .. 51-52% 
3 months - .. 63-7% 4months .. 5й—5%% 
4 months e 68-74% .  6months .. 5-54% 
6 months e0 6$74% ` | 


Foreign Exchanges 
New York > 2°78% Frankfurt $4 II'I5 
Montreal .. 25 3:01 Milan ' .. б 1741: 
Amsterdam КЕ 10'05% Oslo ae ies 19:931 
Brussels ..  138:39$ Paris En ЛА 13°68 
Copenhagen x 19:40 Zürich .. i 12:08+ 
Gilt-edged 

Consols 4% га 57% Funding 6% 1993 .. 90 
Consols 24% га 36% Savings 3% 60-70.. 89% 
Conversion 33% .. sii Savings 3% 65-75.. 46xd 


Treasury 64% 1976 о8іха 
Treasury 3396 77-80 75% 
Treasury 34% 79-81 72туха 
Treasury 5% 86-89 79% 
Treasury 52% 08-12; 82% 


Conversion 5% 1971 94+} 
Conversion 54% 1974 92} 
Conversion 6% 1972 98% 
Funding 34% 99-04 56d 
Funding 4% 60-90 965 


Funding 52% 78-80 86% Treasury 24% 8 37 
Funding 52% 82-84 86% Victory 4%. . .. 96+ 
Funding 52% 87-91 87% War Loan 34%  .. sity 
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Service after Completion of Articles 


SIR, ~ It was brought to the attention of the National 
Executive Committee that a number of clerks had entered 
articles in which an additional clause required the clerk to 
remain in the employment of his principal’s firm for a period 
after completion of the articles. 

This matter was referred іс the Institute. The МЕ.С. 
was informed that the Council had already decided for the 
future to refuse to register articles containing such a соуе- 
nant. 5 

Former articled clerks subject to such a restriction may 
not find it onerous. Even if a clerk did consider the obliga- 
tion unreasonably restrictive he would be unwise to take 
any steps to break the contract unless legal advice sup- 
ported his proposed action. 


Yours faithfully, 
C. GEOFFREY MORGAN, 
NATIONAL EXECUTIVE COMMITTEE, 
UNION OF CHARTERED ACCOUNTANT 


London EC2. STUDENTS’ SOCIETIES. 


University Expenditure 


Sir, – May I take further some of the points mentioned in 
Mr P. A. Bird's interesting article in your June roth issue? 
I entirely agree that State-financed university expenditure 
ought to be reviewed publicly in terms of ‘value for money’, 
but the problem is how to do it? What criteria should be 
applied? How does one measure financially (or, indeed, 
otherwise) the difference in quality of one or more gradu- 
ates which results from, say, the appointment of a particular 
lecturer? How does one assess the benefit, either to the 
researcher or to the institution or to the nation, which is 
produced by research carried out with a particular piece of 
equipment? 

І can see no way of making such an evaluation even after- 
wards, let alone beforehand. This is not to suggest that the 
views of practising accountants would be unwelcome or 
that matters are satisfactory — indeed, my own opinion is 
that the cost of universities is excessive in relation to what 
they achieve — but it appears difficult or impossible to 
‘quantify’ the problem and mere general opinions are not 
very effective in such circumstances. 

There does seem, however, to be one possible broad 
remedy worth considering and that is to destroy the myth 
that long university vacations are essential and to make 
fuller utilization of premises and facilities, thus reducing 
costs per student. The situation of small children and their 
teachers may well be different, but surely a teacher or 
student of university calibre ought to be able to work at 
something more like a commercial level of activity? 'That 
this is perfectly feasible is demonstrated by the Faculty of 


Medicine here, where fifth- and sixth-(final-)year students 
leara, and the staff teach, for forty-eight weeks a year as 
opposed to the thirty weeks of others. It can hardly be 
argued that other academic disciplines are more difficult 
to teach, or learn, than medicine and when one realizes that 
8o per cent or more of university recurrent expenditure is on 
staff costs one sees how important a productivity concept 
ought to be. 

F.nally, I agree from the ‘inside’ with Mr Bird that if it 
proves possible to make the sort of detailed measurements 
mentioned above, professional auditors are better suited 
to do the job, as a relatively small addition to normal audit 
procedures. Comparison between British universities 
presents little problem because their accounts are largely 
standardized already for tabulation by the University 
Graats Committee. Yours faithfully, 

К. C. E. GONIN, c.A.(s.R.), 
Deputy Accountant, 
Salisbury, Rhodesia. UNIVERSITY COLLEGE OF RHODESIA, 


Value of Standard Costs and Budgets? 


Sir, - Mr J. А. Redman’s letter in your June 24th issue 
criti-izing Professor Edey's observations on standards and 
flexible budgets is, of course, quite true in substance, but 
higklights the modern tendency to make businesses fit into 
preconceived control systems; a most undesirable trend. 

There is no proof that the contribution approach is 
necessarily superior to standards and the use of budgets, 
ог їлаї marginal analysis is the answer. In many types of 
enterprise control by Professor Edey's methods cannot be 
bettered; in others I would prefer Mr Redman's ideas. 
Often the two concepts can be happily amalgamated and 
this may, in fact, give the best information to management. 

It may be a long time before we shed the prevalent view 
that standards and budgets mean reams of ‘intricate 
calculations’, in the words of your correspondent. Some- 
times they do, often without very good reason; but so do 
contributions and marginals — in fact, any system of control 
can get out of hand. The remedy lies with the operator, 
not ће system. Neither would І be prepared to accept that 
production is secondary across a wide range of industry; I 
am unable to conceive that profitability starts anywhere 
but оп the shop floor. 

Мау it not be that we have today far too many 'systems' 
of this and that, all very pretty on paper but contributing 
very little to the ultimate economy? After all, we did not 
do s» badly in simpler times before standards and contribu- 
tions were thought of; but then, of course, in those days 
our administration overhead expenses would be a lot less! 


Yours faithfully, 


5: Ives, Huntingdon. ‘ERNEST К. GROSS. 
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Institute’s Annual Service 


HE annual service of The Institute of Chartered 


Accountants in England and. Wales, held at the Church - 


of St Margaret, Lothbury, London EC2, on Wednesday of 
last week, was attended by the President and other officers 
and members of the Council. Many other members of the 
Institute were also present. 

'The service was conducted by the Rev. A. J. Drewett, 
M.A., B.SC., Rector of St Margaret and Rural Dean of the 
City, and commenced with the hymn *New every morning 
is the love'. After the singing of Psalin 122, the lesson from 
the First Epistle General of St John 4, verses 7-8, 16, 18-21, 
was read by the President, Mr W. E. Parker, С.В.Е., F.C.A. 

Other hymns in the service were ‘Bless’d are the pure in 
heart’ and ‘Loving Shepherd of Thy sheep’. The collection 
for the Chartered Accountants’ Benevolent Association 
amounted to £49 135. 

The address was given by the Rt Rev. У. F. P. 
Chadwick, M.A., Bishop of Barking. 


The Address 


*We must all appear before the judgement seat of Christ. 
à (11 Corinthians V, verse xo) 


It is well that chartered accountants should remember, like 
the rest of us, that there is a supreme Accountant to whom 
we must all alike give account. 

I have a special regard for accountants because of an 
experience through which I passed as a young vicar. In 
some parishes there is an abundance of talent in the matter of 
keeping church accounts but in others there can be a total 
absence of such talent. You know, without my telling you, 
how difficult a task it is for the amateur to undertake. It is 
too easily assumed that anyone, if he will take a little trouble, 
can keep satisfactory accounts. One of my churchwardens 
made the same assumption. He was a good and honest 
young man but he had to come and tell me that somehow 
or other he had got his accounts about {100 in the wrong. 
He paid it all back, but properly gave up acting as treasurer. 
There was no one else and І had to do it. 

That was how I found out that honesty is not enough. 
Fortunately for me, although I developed what I thought 
was a foolproof system, I had an accountant who kindly 
examined my accounts every quarter and eventually took 
them over. I have never been so thankful for anything as I 
was for his help, nor so relieved as when he let me hand 
over to him! There may be a vicar somewhere near you 
whom you could help in that way. 

Looking out on this muddled world, I am impressed with 
the fact that mankind as a whole needs the great Account- 
ant. So I shall not be wasting my time or yours if I establish 
certain positions. First, it is an essential part of our human- 

“ity that we are responsible. Psychologists will destroy all the 
good they can possibly do if they destroy in men and 
women this sense of responsibility. ‘We must all appear 


before the judgement seat.’ That makes nonsense unless 


we are responsible. Recently I had to see a young school- 
girl who is soon to become a mother. She was difficult to 
help because she was quite convinced that she had' no 
responsibility in the matter. Аз she put it, “Т am not to 
blame. I’m made like this. What can I do?’ That attitude 
does not make us more human. It cuts the very tap roots of 
our humanity. Accountability is at the heart of what is 
distinctively human. 

'The second position I would like to establish is this: 
the universe is made for righteousness. This is more diffi- 
cult to prove. I doubt if it can be upheld on purely secularist 
assumptions. Lady Wootton has said that we have got to 
establish moral values without supernatural assumptions. 
I believe that that is ultimately a vain quest. So in this 
matter of the universe, I doubt if the prophets — those great 
contenders for righteousness - would have thought of 
suggesting that the righteousness of things was demon- 
strable solely from the facts of history. 

Today, it seems to many that the universe is hostile to 
man’s deepest and highest strivings. But that is a wrong 
conclusion, and if persisted in would lead humanity to 
disaster. Far truer is the verdict of a surgeon who said, ‘I 
discovered the moral law at the end of my scalpel’, Probably 
what he discovered at the end of his scalpel was to a large 
extent the result of -what he brought to the examination. 
But none the less he was right. The moral law is ingrained 
in the universe and we sin at our peril. 

The third position I would wish to establish is that we 
must all appear before the judgement seat of Christ. It is 
the Person who is the supreme Accountant who makes our 
accountability tolerable. The writer of the Epistle to the 
Hebrews makes the point: 


‘It was essential that he should become completely like 
his brothers. .... Because he himself has been through 
temptation he is able to help others who are tempted.’ 


That is our great hope when the accounts are added up. 
And what a tremendous thought it is! But it carries with it 
the condition that we ourselves shall be forgiving. 

Over against ‘we must all appear before the judgement 
seat of Christ’ there is a searching word of the great 
Accountant Himself, ‘that is how my heavenly Father will 
deal with you unless you each forgive your brother from 
your heart’. What is asked of us is the total abolition of 
resentment. Someone once said in regard to a wrong that 
had been done to him ‘Would it not be manly to resent it?’ 
and the reply was ‘Yes, it would be manly to resent it, but 
Godlike to forgive’. 

We are called upon to behave as sons of God. How much 
evil is done in the sphere of human relationships by our 
resentment; by the way we hug to ourselves our little 
private bits of hate! Accountability demands that we should 
face this evil for what it is — deadly poison; and remember 
at all times and in regard to all people, as the Collect says, 
that without that most excellent gift of love, the very bond 
of peace and of all virtues, ‘whosoever liveth is counted 
dead before thee’. Е 
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Special and Ordinary Meetings of the Council 


At special and ordinary meetings of the 
Council held on Wednesday July sth, 
1967, there were present: 


Mr W. E. Parker, с.в.в., President, in the 
Chair; Mr S. Dixon, Deputy-President; 
Mr В. С. Leach, с.в.е., Vice-President; 
Messrs J. F. Allan, G. R. Appleyard, 
Sir Henry Benson, с.в.в., Sir William 
Carrington, Messrs N. Charlton, L. Н. 
Clark, D. A. Clarke, R. W. Cox, С. 
Croxton-Smith, W. G. Densem, P. H. 
Dobson, S. M. Duncan, J. V. Eastwood, 
S. Edgcumbe, W. W. Fea, R. W. Foad, 
J. P. Grenside, С. С. С. Goult, S. С. 
Hand, W. Hare, J. S. Heaton, J. А. 
Jackson, А. W. John, с.в.е., К. О. А. Keel, 
Н. Kirton, т.р., S. Kitchen, В. B. Leech, 
M.B.E, T.D, В. McNeil, J. Н. Mann, 
M.B.E, К. Р. Matthews, D. S. Morpeth, 
т.р., W. Bertram Nelson, С.В.Е., 

Peats, F. E. Price, с.в.е., D. W. Robertson, 
L. W. Robson, J. Р. Russell, E. С. Sayers, 
R. G. Slack, H. G. Smith, G. Tattersall- 
Walker, A. G. Thomas, D. C. Urry, A. H. 
Walton, F. J. Weeks, E. F. G. Whinney, 
J. C. Montgomery Williams, E. K. Wright. 


Appointments to the Council 


Mr Eric John Newman, M.A., Е.С.А., 
Birmingham, was appointed a member 
of the Council to fill the vacancy 
caused by the retirement of Mr 
Thomas Austin Hamilton Baynes, 
М.А., Р.С.А., Birmingham, and Mr 
Denys Neville Walton, r.c.4., Man- 


chester, was appointed a member of ` 


the Council to fill the vacancy caused 
by the retirement of Mr Joseph 
Howard Bell, B.A., Е.С.А., Mancaester. 


Retirement and Resignation 
from the Council 


The Council received with much 
regret the retirement of Mr Ernest 
Frederick Golden Whinney, M.A., 
Р.С.А., London, and the resignation of 
Mr David Steele, е.с.л., Bradford, 
from their membership of the Council. 

Mr Whinney had been a member of 
the Council since 1953, and Mr Steele 
since 1960. 


Chairmen and Vice-Chairmen 
of Committees 


Тће appointment of the following 
© chairmen and vice-chairmen of com- 


mittees for the ensuing year was 
reported: 


Articled Clerks: 
Chairman, R. G. Slack; 
Vice-Chairman, С. Т. E. 
Chamberlain. 
Disciplinary: 
Chairman, R. P. Matthews; 
Vice-Chairman, 5. Ecgcumbe. 


District Societies: 
Chairman, J. H. Mann; 
Vice-Chairman, R. W. Cox. 


Education 
Chairman, A. H. Walton; 
Vice-Chairman, A. W. John. 


Examination: 
Chairman, J. V; Eastwood; 
Vice-Chairman, J. S. Heaton. 


General Purposes and Finance 
Chairman, R. McNeil; 
Vice-Chairman, W. B. Nelson. 


Internal Services: 
Chairman, L. W. Robson; 
Vice-Chairman, 5. C. Hand. 


Investigation: 
Chairman, №. б. Densem; 
Vice-Chairman, C. C-oxton-Smith. 


Parliamentary and Law: 
Chairman: D. 8. Morpeth; 
Vice-Chairman, S. K:tchen. 


Public Relations: 
Chairman, G. R. Appleyard; 
Vice-Chairman, H. Kirton. 


Р. D. Leake 
Chairman, W. В. Nelson. 
Technical: 
Chairman, L. H. Clark; 
Vice-Chairman, S. M. Duncan. 


Membership of Committees 


The Council decided that, in view of 
the appointment of Mr H. Kirton as 
Vice-Chairman of the Public Relations 
Committee and of Mr 5. Kitchen as 
Vice-Chairman of the Parliamentary 
and Law Committee, they should 
cease to be members of the Courses 
and Education Committees respec- 
tively. 


New Building — Moorgate 
Place 


The Council accepted with gratitude 
the generous gift of two silver loving 
cups presented by Mr S. John Pears 
and Sir Henry Benson, past Presidents 
of the Institute, for use at Institute 
functions in the new headquarters at 
Moorgate Place. 


Ethics of Advising Shareholders 
on Valuations for Capital 
Gains 

The Council approved, for the guid- 
ance of members, the following state- 
ment for publication and circulation 
for inclusion in the Members’ Hand- 
book: 

‘A member firm should not initiate 
communication with shareholders of a 
client company, or consent to its name 
being circulated to such shareholders. 

‘A member firm providing infor- 
mation to a client company on any 
matters relating to the valuation of the 
company’s shares for capital gains tax 
purposes may properly allow it to be 
passed on by the secretary of the 
company to shareholders provided the 
firm is satisfied that its name will not 
in the first instance be mentioned. 

“The secretary may however give the 
name of the firm to any shareholders 
who ask for it and may suggest to such 
shareholders that their professional 
advisers might with advantage contact 
the company’s advisers. In the event 
of the latter being directly approached 
by a shareholder the normal rules of 
communication with any existing ad- 
visers would apply.’ 


Finance (No. 2) Bill 1967 


It was reported that the memorandum 
of submissions to the Chancellor of the 
Exchequer on the provisions of the 
Finance (No. 2) Bill 1967 which had 
been drawn up and submitted on 
behalf of the Institute, The Institute of 
Chartered Accountants of Scotland, 
The Institute of Chartered Account- 
ants in Ireland and The Association of 
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Certified and Corporate Accountants 
had been discussed by representatives 
of those bodies with representatives of 
the Board of Inland Revenue at a 
meeting on June 13th, 1967. 


Registration of Articles 


The Secretary reported the registra- 
tion of 173 articles of clerkship during 
May 1967, the total number since 
January 1st, 1967, being 1,025. 


Admissions to Membership 


The following were admitted to mem- 

bership of the Institute: 

Akram, Shaikh Mohammed Iqbal, в.с. 
(ECON.), A.C.A., 41967; 43 Beaufort 
Gardens, London SW3. 

Bolton, Paul William Charles, a.c.a., 
а1967; Ез Forest Hill Flats, Main Road, 
Mowbray, Cape Town, South Africa. 

Bradshaw, John Robin Whittington, B.A., 
A.C.A., а1967; 12 Palace Court, London 
W2. 

Daniels, Keith Barry, A.C.A., 41967; 72 
Wood Lodge Lane, West Wickham, 
Kent. 

Dwek, Joe Clement Brian, A.C.A., 21967; 
26 Barlow Moor Court, West Didsbury, 
Manchester 20. 

Khan, Akbar, A.C.A., а1967; with Cooper 
Brothers & Со, Denmark House, 
Raffles Quay, Singapore 1. 

Qayyum, Mir Arshad, A.C.A., а1967; 
13-c/v East Street, Defence Housing 
Society, Karachi, West Pakistan. 

Williams, Brian James, A.C.A., 41967; 
5 Lime Avenue, Leftwich, Northwich, 
Cheshire. 


Fellowship 


The Council acceded to applications 
from twelve associates to become 
fellows under clause 6 of the supple- 
mental Royal Charter. 


Incorporated Accountant 
Members Becoming Chartered 
Accountants 


The Council acceded to applications 
from the following incorporated ac- 
countant members to become char- 
tered accountants under bye-laws 128 
or 129. 


Gregg, Eric Hartwell, M.C., Е.С.А., Johan- 
nesburg. 

Jones, John Llywelyn, В.Е.М., В.А., A.C.A., 
xford. 


Kharas, Homi Dosabhai, F.c.a., Bombay. 

Knox, William James, F.c.a., London. 

Levinsohn, Louis, F.c.a., Salisbury, 
Rhodesia. 

Zickel, Hans Helmut Jakob, ғ.с.А., Lon- 
don. 


F.S.A.A. 


The Council acceded to an application 
from an incorporated accountant mem- 
ber A.S.A.A. to use the letters 
Е.5.А.А. under clause 4 (Б) of the 
scheme of integration referred to in 
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clause 34 of the supplemental Royal 
Charter. 


Members Commencing to 
Practise 


The Council received notice that the 
following members had commenced to 
practise: 


Abrahams, Samuel Ellis, a.c.a., @1961; 
*Wolpert & Abrahams, 6th Floor, 
Standard Bank Euildings, 66 Field 
Street (P.O. Box 2050), Durban, Natal, 
South Africa 

Anson, Joseph Gibson, A.C.A., 41966; 

. *Critchley & Co, 15 Marlborough 
Street, Faringdon, Berks. 

Arno, Joseph Charles, А.С.А., 41958; Arno, 
Matovu & Co, P.O. Box 1099, Kampala, 
Uganda. 

Atkins, Michael Kent, A.C.A., 41963; 
Robert J. Ward & Co, 2 Catherine Place, 
London SW1. 

Blanchard, Peter Vernon, А.С.А., а1965; 
¢Trevor Jones & Co, 497 Coventry 
Road, Small Heath, Birmingham то. 

Blower, John Stanley, A.C.A., 41965; 
Carter & Parker, 14 Wood Street, 
Bolton. 

Burt, Alan David, A.C.A., а1965; Alex Picot 
& Co, 48 High Street, Guernsey. 

Clark, Norman Arthur Richard, F.c.a., 
41953; 31 Fairlawn Drive, East Grin- 
stead, Sussex. 

Davis, David William, A.C.A., 21966; Fryer, 
Sutton, Morris & Co, 5 London Wall 
Бшш»; Finsbury Circus, London 

2. 

Douglas, Charles Edward, A.C.A., a1960; 
John Gordon, Harrison Taylor & Co, 
6 Raglan Street, Harrogate, Yorkshire. 

Everitt, Alan William, F.c.a., 41965; 
*Pentin Neame & Co, 17/19 St George’s 
Street, Canterbury, Kent. 

Greenall, John, в.С.А., 21956; 76 Hayhurst 
Avenue, Middlewich, Cheshire. 

Grey, Roger Stuart, г.С.А., а1957; *W. А. 
Johnston & Co, 2ї "Сһаре1 Street, 
Penzance, Cornwall. 

Harrison, Peter, F.C.4., 01955; 49 Stanley 
Road, East Sheen, London SW14. 

Holyland, David, A.C.A., а1958; *Berry & 
Co, Barclays Bank Chambers, 20 High 
Street, Market Harborough. 

Howell, David Glyn, A.C.A., а1962; 
G. Foxwell & Co, Foxwell House, 
Libanus Road, Ebbw Vale, Monmouth- 
shire. 

Jellis-Baldock, Douglas Roland Edward, 
Е.С.А., 21955; Critchley Ward & Pigott, 
Boswell House, 1—5 Broad Street, 
Oxford. 

Judd, Vincent Sydney, А:С.А., а1966; 
9 Manor Road, Wheathampstead, Herts. 

Kennedy, James English, F.c.a., 21958; 
TRichardson, Wall, Kennedy & Co, 15 
Walker ‘Terrace, Gateshead 8, Co. 
Durham. 

Kiel, Eric Stanley, A.C.A., 21967; Goodman 
Myers & Co, Roxburghe House, 273/287 
Regent Street, London W1. 

Lapham, Derek Ronald, А.С.А., а1965; 
Henry H. Ellman, 807 High Road, 
North Finchley, London N12. 

Larman, Peter Desmond Morris, А.С.А., 
а1965;  fFriend-James Sinclair & 
Yarnell, 57-58 North Street, Brighton т, 
Sussex. 

Lulham, Joseph Robert Ferris, А.С.А., 
a1961; Slater, Chapman & Cooke, 157 
Victoria Street, London SW1. 
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Marshall, Brian, F.c.a., а1954; Olphert 
Dodridge & Co, 133 Whytecliffe Road, 
Purley, Surrey. 

Matovu, Lawrence, A.C.A., 21963; Arno, 
Matovu & Co, PO Box 1099, Kampala, 
Uganda. 

Meredith, Robert William, a.c.a., a1962; 
*Meredith & Thurgood, 81 Windermere 
Avenue, Nuneaton, Warwickshire. 

Metcalfe, Peter James Christopher, A.C.A., 
а1966; E. б. Thorne & Co, Lloyds Bank 
Chambers, 8 St Mary's Street, Ross-on- 
Wye, Herefordshire 

Moss, Ralph Harold, F.C.A., 
Newman, Shaw & Co, 
Street, London Wr. 

Ogboye, Babalola Durojaiye Adisa, B.sc. 
(ECON.), А.С.А., a1964; Duro Ogboye & 
Co, 9 Nnamdi Azikiwe Street (P.O. Box 
336), Lagos, Nigeria. 

Olley, Peter David, A.C.A., a1967; Jarvis, 
Maxwell Chalmers & Co, 18 Bentinck 
Street, London Wr. 


81953; 
97/99 Park 


Peretz, Leonard Judah, F.C.A., 41956; 
Leonard Peretz & Co, 50 Arlington 
Road, London N14. 

Picot, Anthony Charles, А.С.А., а1965; 


Alex Picot & Co, Trinity Chambers, 
26 Hill Street, Jersey. 

Picot, Rodney Alexander, A.C.A., 21964; 
Alex Picot & Co, Trinity Chambers, 26 
Hill Street, Jersey. 

Pym, Keith Terence, A.C.A., а1966; 
Doogood, Sadler & Co, Unity Chambers, 
17 Constitution Hill, Birmingham 19. 

Rees, Geoffrey Thomas, B.A., A.C.A., 21966; 
TMiller & Rees, 23 Augusta Street, 
Llandudno, Caerns. 

Robinson, Peter, A.C.A., а1961; Jennett, 
Garnett & Co, 237 Graham Road, 
Sheffield 10. 

Savage, Gerald, F.c.a., a1955; Halpern, 
Savage & Co, 38 Queen Street, Man- 
chester 2. 

Sharrock, David Henry, A.C.A., 21964; 
Hodgkinson Lund & Monk, 15 Avenue 
Parade, Accrington, Lancashire. 

Sinker, Patrick Andrew Charles Chisholm, 
A.C.A., а1967; Patrick Sinker & Со, 44 
Oxford Sireet, Whitstable, Kent. 

Sorsky, Harold John, A.C.A., 1967; 
*M. Sorsky & Co, 58 Muswell Hill 
Broadway, Muswell Hill, London Nro. 

Squires, Peter John, A.C.A., a1959; Frazer, 
Whiting & Co, 126 Bishopsgate, London 
EC2. 

Sugarman, Montague Aaron, A.C.A., а1960; 
Jenkinson, Hammond & Co, 14 Clare- 
mont, Bradford 7. 

Sutcliffe, Samuel Andrew, A.C.A., a1963; 


а Indicates the year of admission to the 
Institute. 


aS Indicates the year of admission to The 
Society of Incorporated Accountants. 


§ Means ‘incorporated accountant member’. 


Firms not marked 1, ў ог * are composed 
wholly of chartered accountant members 
of the Institute. 


і Against the name of a firm indicates 
that the firm though not wholly composed 
of members of the Institute, is composed 
wholly of chartered accountants who are 
members of опе ог another of the three 
Institutes of Chartered Accountants in 
Great Britain and Ireland. 


* Against the name of a firm indicates that 
the firm is not wholly composed of mem- 
bers of one or another of the three Insti- 
tutes of Chartered Accountants in Great 
Britain and Ireland. 
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Sutcliffe & Riley, Fountain Chambers, 
Fountain Street, Halifax. 

Vaughan, Peter "Martin, ACA. c1965; 
H. W. Vaughan, Bowen & Co, First 
Floor, 16 Exchange Buildings, Swansea, 


Glam. 

Wade, David Henry, a.c.a., a1958; Carr & 
Wade, Kings Head Buildings, Cloth 
Hall Street, Huddersfield, Yorks. 

Ward, Michael Thomas, А.С.А., #1964; 
Doogood, Sadler & Co, Unity Chambers, 
17 Constitution Hill, Birmingham 19. 

Weyman, Charles David, M.A., A.C.A., 
а1962; “С. Е. Graves & Co, 524-736 
Granville Street, Vancouver 2, B.C., 


Canada. 

Wilkinson, Richard  Elworthy, .С.А., 
41940; 29 West Quay, Ramsey, І о.М. 
Yeo, Francis Maurice, F.C.A., а1939; *Yeo, 

Bidwell & Co, 6 Queen Anne Terrace, 


“Tavistock Road, Plymouth, Devon. 


Re-admission to Membersnip 


Subject. to payment of the amounts 
required by the Council, one former 
member of the Institute was re- 
admitted to membership under zlause 
23 of the supplemental Royal Caarter 
and one former member under bye- 
law 38. 

It was reported to the Counce that 
the following re-admissions, made at 
the Council meeting on June 7th, 1967, 
subject to payment of the amounts 
required, had become effective: 
Gibson, Thomas Charles Wykes, Р.С.А., 

а1934; Flat 1, 18 Belsize Grove, Натр- 

stead, London NW3. 
Pickup, Geoffrey, A.C.A., 41938; Wocdsford 

Castle, Dorchester, Dorset. 


Deaths of Members 


The Council received with regret the 
Secretary’s report of the deaths of the 
following members: 


Mr Alfred Sydney Bond, F.c.a., Drenfield, 

Derbyshire. 

„ Leslie Gordon Brows, Е.С.А., London. 

» Donald Robert Clarkson, F.c.4. Neu- 
Isenburg, West Germany. 

» Stephen Croft, F.c.a., Eastbourme. 

» Reginald Henry Cromarty, F.C.A., 
Nottingham. 

» Thomas Ellis, F.C.A., Los Angeles. 

» Harold Leslie Gage, F.c.a., Eio de 
Janeiro. 

» Percy Roland Hackett, r.c.4., Bi-ming- 


am. 
|, Alan Reginald d'Arcy Mount T.D., 
В.А., Е.С.А., London. 
», Alfred Victor Stevens, Е.С.А., Welling- 
ton, New Zealand. 
» Jack Alexander Stewart, F.c.a., Durban. 
, Frank Russell Wilds, F.c.a., Enfield, 
Middlesex. 


‘Business Procedures fcr the 


THE 


ACCOUNTANT 


July 15th, 1967. 


FINDINGS AND DECISIONS OF THE 
DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of 
the Institute at hearings held on 7th June 1967 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute io the Discip- 
linary Committee of the Council that 
John Maurice Hubbard, a fellow of 
The Institute of Chartered Account- 
ants in England and Wales, was at 
Assizes held on the 13th February 
1967 convicted of six counts of forgery, 
three counts of uttering a forged 
instrument, three counts of obtaining 
money on a forged instrument and 
three counts of making a false entry in 
a cash-book with intent t defraud and 
was ordered to be imprisoned for three 
years on twelve of the said counts and 
for two years on the remaining three 
counts such periods -o run соп- 
currently,.so as to render himself liable 
to be excluded or suspended from 
membership of the Insttute or to be 
reprimanded ог admonished. The 
Committee found that the formal 
complaint against John Maurice 
Hubbard, r.c.4., had been proved and 
the Committee ordered that John 
Maurice Hubbard, F.c.a., of 463 
Uppingham Road, Leicester, be ex- 
cluded from membership of the 
Institute. 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Discip- 
linary Committee of the Council that 
Leonard David Freedman, a clerk . 
under articles to a fellow of Тће 
Institute of Chartered Accountants in 
England and Wales, had been guilty of 
an act or default in that being a candi- 
date for the March 1967 Intermediate 
Examination lie had in his possession 
in the examination room at the after- 
noon session on 8th March 1967 copies 
of tutorial questions and answers 
dealing with (i) Book-keeping and 
Accounts and (и) General Paper 
contrary to the Instructions and Notice 
to Examination Candidates issued by 
the Institute, so as to render himself 
liable to be declared unfit to become a 
member of the Institute or to have the 
registration of his articles of clerkship 
suspended for a period not exceeding 
two years or to be reprimanded or 
admonished. The Committee. found 
that the formal complaint against 
Leonard David Freedman had been 
proved and the Committee ordered 
that Leonard David Freedman, a clerk 
under articles, of 55 Bickenhall Man- 
sions, Baker Street, London Wr, ђе 
reprimanded. 


Members’ Library 
The Librarian reports taat among the books and papers acquired by the Institute | 
in recent weeks by purchase and gifts are the following: 


Administrative Behaviour: a study of 
decision-making processes in admini- 
strative organization; by H. A. 
Simon: 2nd edn. New York. 1957. 
(Macmillan, 53s.) 

Small 
Building Firm. (National Federation 
of Building Trades Employers). 
(1967.) (М.Е. of B.T.E, 425.) 

A Classification of Business Literature. 
(Harvard University Graduate School 
of Business Administration.) Hamden, 


' Conn. 1960. (Shoe String Press, 425 6d.) 


Financial Management: by R. J. 
Chambers: 3rd edn. Sydney. 1967. 
(Law Book Co, 645.) 


Handbook of the Law Relating to 
Landlord and Tenant; by B. W. 
Adkin: 16th edn. by R. Walton and 
M. Essayan. 1967. (Estates Gazette, 
58s 6d.) 

The Law Relating to Bankruptcy, 
Deeds of Arrangement, Receiver- 


ships and Trusteeships; by О. 
Griffiths: 8th edn. Revised by 
P. W. D. Redmond. 1967. 


(Macdonald & Evans Ltd, 30s.) 

Management Accounting in Practice: a 
Treatise on Management Informa- 
tion and Control; by F. C. de Paula, 
Е.С.А.: 3rd edn. 1967. (Pitman, 
presented, 30s.) 


JOHN FOORD & COMPANY 


137 VICTORIA STREE™, 


LONDON SW1 


Telephone Victoria 2002 (3 lines) 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


Messrs J. B. Boyo Wriciey & Co, 
Chartered Accountants, of 55 Brown 
Street, Manchester 2, announce that 
Mr ALFRED JOHNSTONE GOULDEN, 
Е.С.А., retired from partnership on 
June 3oth, 1967. 

Messrs ГЕЈЕ Furneaux & Co, 
Chartered Accountants, of Streatham, 
London SW16, announce that their 
practice has been merged with Messrs 
FriuLAY RoBERTSON, Chartered Ac- 
countants, and the name of the new 
firm will be FINLAY  ROBERTSON, 
Chartered Accountants, High Holborn 
DOR 52/54 High Holborn, London 

I. 


Messrs Norman СЕМ & Co, 
Chartered Accountants, of Sudbury, 
Suffolk, announce that Mr Norman 
GREEN, ].Р., Е.С.А., has retired from 
the partnership but remains as a 
consultant to the firm. Mr PHILIP 
RICHARDSON, A.C.A., has been admitted 
a partner. 


Messrs ^ HALLETT, LAUGHLIN, 
BENNETT & Co, Chartered Account- 
ants, of 5 Marsh Street, Bristol 1, 
announce that Mr J. Н. BANFIELD, 
F.c.A., retired from the firm on June 
3oth, 1967. . 

Messrs HALLETT, LAUGHLIN, CLARK 
& Co, Chartered Accountants, of 38 
Finsbury Square, London ЕС2, an- 
nounce that Mr J. Н. BANFIELD, F.C.A., 
retired from the firm on June 3oth, 
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1967, but is still continuing to be 
available in a consultative capacity. 

Messrs  JosoLyNE Murs & 
CasstETON ErLrorT, Chartered Ac- 
countants, announce the opening of 
their office on July rst, 1967, at 52 
High Street, Taunton, where the 
partners will be Messrs Davin 
BoNNINGTON BUICK, F.C.4., NORMAN 
CASSLETON ELLIOTT, МА. Е.С.А., 
DONALD ERNEST FARRANCE GREEN, 
M.B.E, ЕСА, Guy WILLIAM 
TYRWHITT-DRAKE, Е.С.А., CHARLES 
ANDREW STEPHEN PAIN, Е.С.А., and 
Rosin WILLIAMS, F.C.A. 


Messrs Massey & ELLISON, Char- 
tered Accountants, of Princes Cham- 
bers, 6 Corporation Street, Birming- 
ham 2, announce that Mr R. E. 
BOULTER, A.C.A., has resigned from the 
practice, having taken up a full-time 
position in industry. 

Messrs MCCLELLAND, Moores & 
Co (Glasgow and London) in associ- 
ation with Messrs FLOCKHART & 
Grant (Aberdeen) announce the form- 
ation of a firm which will practise 
under the name of MCCLELLAND, 
Moores & Со, at x Bon-Accord Square, 
Aberdeen. 'T'he partners of the firm are 
Messrs C. I. R. HUTTON, M.A., C.A., 
C. MIDDLETON, B.A., Е.С.А., С. Е. 
Brown, c.a., and G. A. ANDERSON, 
C.A., of Messrs MCCLELLAND, MOORES 
& Co, and Messrs J. P. GRANT, B.L., 
С.А., P. А. ВАКСГАҮ, С.А, and H. 
STEPHEN, C.A., of Messrs FLOCKHART & 
Grant. The latter firm continues to 
practise at the above address without 
any change in its constitution. 


Messrs PANNELL FITZPATRICK & Co 
have. moved their Kaduna office to 
18 Ahmadu Bello Way, P.O. Box 117, 
Kaduna, North Central State, Nigeria. 


Messrs Т. С. SHUTTLEWORTH бс 
Son and HaprieLp RIDDELL & Co, 
Chartered Accountants, of 28 
Kenwood Park Road, Sheffield 7, 
announce that Mr KENNETH GEORGE 
SHUTTLEWORTH, F.C.A., has retired 
from business as from June 30th, 1967. 
The practices will be carried on by 
the continuing partners, Messrs A. G. 
THOMAS, Е.С.А., D. Н. SENIOR, Е.С.А., Т. 
Hayes, Е.С.А., and Е. J. A. DUNN, F.c.A. 


FULLER, HORSEY 


SONS & CASSELL 


10 Lloyd's Avenue, London EC3 
ROYal 4861 
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DOUBLE TAXATION 
U.K.: South Africa 


The Protocol, which was signed on 
June 14th, 1967, amending the United 
Kingdom-South Africa Double Тах- 
ation Convention, was published on 
July 7th as a Schedule to a draft 
Order in Council. 


U.K.: South West Africa 

The provisions of the Protocol as 
extended, with modifications, to South 
West Africa, which was signed on 
June 14th, 1967, amending the United 
Kingdom-South Africa Double Tax- 
ation Convention, was published on 
July 7th as a Schedule to a draft 
Order in Council. | 


SHEFFIELD AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 
New President 
Mr J. К. Patrick, F.c.a., a partner in 
the firm of Peat, Marwick, Mitchell 
& Co, of Sheffield, was elected Presi- 
dent of the Sheffield and District 





Society of Chartered Accountants for 
1967-68 at the Society's recent annual 
general meeting. 

Educated at Durham School, Mr 
Patrick served his articles with T. C. 
Squance & Sons, Chartered Account- 
ants, of Sunderland. Shortly after being 
admitted to membership of The 
Institute of Chartered Accountants in 
England and Wales in 1929, he joined 
the staff of the Middlesbrough office 
of Peat, Marwick, Mitchell & Co. 
After some years there and in London, 
he moved to the firm’s Sheffield 
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office, where he has been a partner’ ¿held in the autumn о: 1966 and in 


since 1942. | 
Other officers of the Society for 

1967-68 have been elected as follows: 

Vice-President: Mx М. Sheppard, F.c.a., 
J.P. 

Hon. Secretary: Mr 1. D. Trickett, 
B.A.(ECON.), A.C.A., 22 Norfolk Row, 
Sheffield т. 

Hon. Treasurer : Mr A. М. C. Staniforth, 
B.A.(COM.), A.C.A. 

Hon. Auditor: Mr D. B. Shaw, a.c.a. 
Newly elected members of the com- 

mittee for the ensuing year were 

Messrs D. К. Branson, B.A., Е.С.А.; 

К. Firth, F.c.a., J.P.; W. В. Jenkinson, 

Е.С.А., J.P. and A. Taylor, Е.С.А. 

Mr J. K. Patrick proposed the vote 
of thanks to the retiring President, 
Mr S. С. Hand, F.c.a., for the excellent 
way in which he had carried out his 
duties during the past year. This was 
seconded by Mr Trickett. 


Committee’s Report 
The committee’s annual report, which 
covers the activities of the Scciety up 
to the end of last April, shows that 
membership now numbers 701 — an 
increase of sixty-eight over the pre- 
vious year’s figure. 

A comprehensive programme of 
evening lecture meetings was held 
during the year, but the committee 
expresses disappointment at what it 
describes as ‘the very poor attendances 
at some of the evening lecture meetings 
even where lectures on special subjects 
have been chosen at the request of 
some members’. Оп the other hand, the 
Society’s discussion meetings on тап- 
agement accounting subjects proved 
successful and, as a result, the com- 
mittee plans to arrange similar meet- 
ings in the near future. There was an 
‘enthusiastic’ response, says the re- 
port, to the two one-day courses on 
taxation held last September and April. 

The Society’s Doncaster Group, in 
conjunction with the local branch of 
The Association of Certified and 
Corporate Accountants, again arranged 
a programme of useful meetings. 

Block release courses for periods of 
intensive tuition again took place at 
Sheffield College of Technology. Two 
three-week introductory courses were 
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addition, revision ‘courses were held 
for the Institute’s examinations. 

‘The number of students attend- 
ing the introductory and intermediate 
courses, states. the report, was satis- 
factory, but there was а disappointing 
attendance at the final level. Saturday 
morning lectures had much improved 
attendances compared with the pre- 
vious year. 


BRITISH COMPUTER SOCIETY 
Business Management Group 


At a meeting of the Business Manage- 
ment Group of the British Computer 
Society to be held on Wednesday next, 
July 19th, at 3 p.m., at the head- 
quarters of the Society, 23 Dorset 
Square, London W1, the subject will 
be ‘Finance and accounting’. The 
speakers will be Mr Derrick Varnon, 
group systems controller, Donald 
Macpherson & Co Ltd, and Mr E. 
Terence Taylor, systems accountant, 
Port of London Autharity, who will 
speak on ‘Batch costing and control of 
accounting systems’ and ‘Management 
criteria for accounting and finance 
within the context of electronic data 
processing’. 

Readers interested in attending the 
meeting will be welcome and those 
wishing to join the group — which has 
been established to exaraine the needs 
of the accounting function in the light 
of electronic data processing — should 
contact the Group Secretary Mr 
David Hayward, Flat 5, 150 Randolph 
Avenue, London Wọ. 


OFFICIAL REC=IVER 
APPOINTMENTS 


Mr Tom Wilks has been appointed 
Official Receiver for tke Bankruptcy 
Districts of the County Courts of 
Chester, Bangor, Po:tmadoc and 
Blaenau Ffestiniog, Rhyl and Wrexham 
and his appointment as an Assistant 
Official Receiver for tke Bankruptcy 
Districts of the County Courts of 
Liverpool Bangor, Birkenhead, 
Chester, Portmadoc and Blaenau Festi- 
niog, Rhyl and Wrexkam has been 
revoked. 


IMPORTANT MESSAGE TO ALL QUALIFIED ACCOUNTANTS 


100 PER CENT MORTGAGES FOR PURCHASE PRACTICE/PARTNERSHIP AND HOUSE 
LIFE AND DISABILITY INSURANCES 


]- W. SLEATH & CO LTD, Incorporated Insurance Brokers, 58 Theobald's Road, London WC1 
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The appointments of Mr R. W. F. 
Pagan as Official Receiver and Mr 
J. F. Hirst as an Assistant Official 
Receiver for the Bankruptcy Districts 
of the Countv Courts of Bangor, 
Chester, Portmadocand Blaenau Ffesti- 
niog, Rhyl and Wrexham have been 
revoked. 

These changes took effect on July 
3rd, and are consequential upon the 
opening of a new office at Chester and 
the transfer to the Official Receiver, 
Chester, of the administration of cases 
arising from the Bankruptcy Districts 
of the County Courts of Bangor, 
Chester, Portmadoc and Blaenau Ffes- 
tiniog, Rhyl and Wrexham. 


4; PER CENT DEFENCE BONDS 
CONVERSION OFFER 


The Treasury has announced that a 
conversion offer will be made to 
holders of 4$ per cent Defence Bonds 
purchased in the period May 2nd, 
1957, to November rst, 1957. These 
Bonds are repayable at £105 per cent 
on November ist, 1967. 

These holders will be invited to 
exchange their holdings on November 
Ist, 1967 into 53 per cent National 
Development Bonds (First Conversion 
Issue) which will be repayable at £102 
per cent upon maturity. Holders who 
accept the offer of conversion will 
receive оп November rst, 1967, the 
final interest payment on the matured 
Defence Bonds, at £44 per cent per 
annum for the period May 181, 1967 to 
October 31st, 1967, together with the 
maturity. premium of £5 per cent on 
Bonds exchanged. 

The terms of the new Bonds will 
be the same as those of the 54 per cent 
National Development Bonds (First 
Issue) currently on sale, except that 
interest will be payable on March rst 
and September Ist. 

Holders of the maturing 44 per cent 
Defence Bonds who decide not to 
accept the conversion offer should 
apply for repayment, as interest will 
not be payable after the Bonds mature 
on November ist, 1967. 

The list of acceptances of the con- 
version offer will be closed on July 
28th, 1967. 
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PRODUCTIVITY IN THE : 
UNITED KINGDOM 1954—64 


The British institute of Management has 
published as a book the opening address 
to its 1967 National Conference by 

Mr Robert Appleby, Chairman and 
Managing Director of Black & Decker Ltd 
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. Have you read 
any good books lately?.. 
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Kennedy and Growth 


Кошеде of the desperate flurry of activity which marked 
the final stages of the three years of Kennedy Round nego- 
tiations on the General Agreement on Tariffs and Trade last 
month has important implications for the United Kingdom 
economy. In view of the depressing June export figures announced 
last week – the lowest since the June 1966 crisis — and the absence 
of any drop in imports despite the disruption of oil supplies, any 
prospect of expanding Britain’s overseas trade is to be welcomed. 

The principal results of the Kennedy Round are, in brief, that 
tariff reductions up to 50 per cent and averaging well over 30 per 
cent have been agreed among the trading nations of the world. 
These reductions will be made over a five-year period from 
January ist, 1968, to January rst, 1972. In the case of the 
European Economic Community, two-fifths of the agreed cuts in 
the current tariffs will be made during 1968, the balance being 
spread over the remainder of the period. The U.S.A. will imple- 
ment their part of the agreement by means of five equal cuts each 
year but Britain, together with some of the EFTA countries and 
Switzerland, propose to follow the E.E.C. time-table. 

The significance of these changes for the U.K. economy are 
twofold. First, they ensure new possibilities for an expansion in 
world trade. Without such trade expansion the prospects for an 
export-led revival of the U.K. economy are remote. Few countries 
stand to lose as much as Britain if the world economy contracts 
instead of expands. 

The second aspect of the reductions concerns the consequences 
for particular sections of British industry. On the one hand, lower 
British tariffs will expose some: U.K. industries to more intensive 
competition within the home market. On the other hand, the 
opportunities for U.K. exporters will be substantially increased, 
not least in their most important markets. In the words of last 
week's White Paper, The Kennedy Round of Trade Negotiations 
1964/67 (Cmnd 3347), ‘British industry will be faced both with 
a considerable opportunity and a considerable challenge’. 

The extent of the challenge and opportunity is evident from the 
White Paper. The Common Market countries, which took 19 per 
cent of U.K. exports in 1966, have agreed to reduce their Common 
External Tariff on a ‘very wide range of goods of interest to British 
exporters, in many cases by 50 per cent’. Thus, the rate on cars 
and components is effectively halved to 11 per cent, although 
lorries are excluded from the cut. The ranges of tariffs on textile 
machinery and tyres, transmission belts and rubber tubing are also 
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halved to 4—74 per cent and 6-10 per cent, respectively. 
There are similar proportionate cuts in the tariffs on 
aircraft engines and parts, agricultural and horti- 
cultural machinery, as well as mechanized handling 
machinery. 

The value of these cuts is reflected in the fact that 
U.K. exports to the E.E.C. in 1964 totalled over 
£600 million. According to the White Paper ‘British 
industry should (as a result of such changes) be in a 
much better position than hitherto to compete with 
manufacturers in the Common Market’. 

Both Japan and U.S.A., which in 1966 took x and 12 
per cent of British exports respectively, have conceded 
tariff reductions on dutiable imports averaging 35 and 
41 per cent respectively. These cuts apply to cars, 
tractors, wool textiles and record players in Japan; 
while in the U.S.A. the list is extended to bicycles, 
chinaware, sweets and biscuits, etc. 

Particular difficulty was encountered in the negotia- 
tions over chemicals and, to a lesser extent, steel. The 
major problem with chemicals was the U.S.A. selling 
price system of valuation (A.S.P.) which often raises 
tariffs to prohibitive heights. In the event a two-part 
package deal was struck; for the first, chemical duties 
were reduced by as much as 50 per cent by the U.S.A. 
and by up to 30 per cent by the U.K. and the E.E.C. 
The second part will involve Congressional action to 
abolish A.S.P. thereby cutting U.S. tariffs on chemical 
products to a maximum of 20 per cent. Steel duties 
were also cut, but owing to the unwillingness of the 
E.E.C. to match the U.K. offer the reductions are 
more limited; the U.S.A. has agreed, however, to 
align her duties. 

In return for these wide-ranging tariff reductions, 
the U.K. has had to make similar concessions to foreign 
industry. The import duties on tyres, leather footwear, 
pumps and textile machinery, as well as those on 
mechanical handling equipment, printing machinery, 
typewriters and other office machinery, have been cut 
by between 34-40 per cent according to the country of 
origin. The result is a simplification of the U.K. tariff 
which according to the White Paper had 'grown over 
the years to be excessively complicated and unwieldy 
and has been much fragmented by concessions’. 

In the event, the total of some 3,400 current tariff 
headings will ultimately be reduced by over 750 — 
largely by amalgamating into single rates the duties on 
different goods within the same class which currently 
bear only slightly different rates one from the other. 
The U.K. tariff will thus be ‘shorter, simpler and easier 
for traders to understand and for customs officers to 
administer’. 

Whatever the longer-term prospects for British trade 
and industry may be, neither the current situation nor 
the immediate prospect offer any cheer. In a new 
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O.E.C.D. publication, Economic Outlook (available 
Ест H.M.S.O., 225 6d net), the O.E.C.D. economists 
take a close look not only at trading and economic 
conditions in Western Europe, but also at conditions 
in ће U.S.A. and Japan. As far as Britain is concerned, 
the report supports the recent official views expressed 
by the CHANCELLOR. Ап interesting feature of the new 
publication 1s that assessments of the state of affairs in 
national economies and their future trends will be 
independent and will not, as has been the case so often 
in the past with O.E.C.D. reports, reflect the official 
views of the Government concerned. 

In its assessment of the U.K. economic ЫА 
therefore, the O.E.C.D. economists conclude that ‘the 
measures taken in the wake of the sterling crisis last 
July appeared to have achieved their immediate objec- 
tive of bringing about a reduction of pressure of demand 
anc slowing down the rise in costs and prices’. No one 
would seriously dispute the conclusion drawn; more 
important is the policy which the Government pro- 
poses to pursue during the next few months. 

Nevertheless, commenting on the official forecast of 
an increase in the U.K, gross domestic product of 3 per 
cent in real terms, the Outlook states that this ‘implies 
some acceleration in the course of the year’. The 
evidence to justify the belief that the assumption will be 
realized is tenuous, although some slight cheer may be 
derived from the findings of the latest C.B.I. industrial 
trends survey. The real point, however, is that expan- 
sionist forces in the U.K. economy stem from increased 
pullic sector spending rather than the urgently needed 
investment within the private sector. 

The O.E.C.D. report observes that ‘wage increases, 
postponed from the second half of 1966, are now 
coming through and further increases are likely after 
July’. Whatever Mr Crossman said, or did not say, the 
plain fact of the matter is that unless the Government 
gains trade union co-operation for its incomes policy, 
some more positive alternative will be needed if the 
recent price stability 15 not to be destroyed. 

Whatever the current hopes for an export-induced 
recovery of economic activity in the U.K. economy 
may be, the latest developments in the long-drawn- 
out Kennedy Round negotiations cannot but be to 
Britain's advantage and must be judged in that light. 
If there is any doubt as to the importance of a high 
leve. of economic activity within the major industrial 
nations, one has only to consider the consequences — 
to which Mr Douctas Jay drew attention in his com- 
mentary on the latest balance of payments figures — of 
the current recessions in the 'economies of West 


"Germany and the U.S.A. It is idle to pretend. that 


Britain's economic future will be any brighter until 
ecor.omic activity elsewhere in the world recovers from. 
the zecent decline. 
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S.E.T. Case Law 


Мо tax is popular, but S.E.T. is more unpopular 
than most. Not only can it be extremely costly, as 
recent reports by such companies as Woolworths and 
Great Universal Stores have shown, but its incidence 
is often seen to be unfair. Moreover, to quote Sir 
Нагғовр REDDISH, F.C.A., it ‘is riddled with anomalies 
and absurdities (and) could have been invented only 
by someone without the slightest idea of how business 
and industry function’. At the annual general meeting 
of Rugby Portland Cement Co Ltd on June 2nd last, 
Sir HALFORD told shareholders that the company paid 
the tax in respect of trained telephone and telex 
operators at head office with no recoupment, but for 
telephone operators at individual plants the company 
was not only recouped but received the premium as 
well. The engineering and production staffs at head 
office also attracted the tax, but if they were spread 
round the different plants, which would be highly 
inefficient and more costly, the company would qualify 
for recoupment and premium. He could cite many 
more examples. 

It was to be expected that some of these anomalies 
would find their way to the Courts. The first to do so 
was Minister. of Labour v. Morgan ([1967] 2 АП Е.К. 
732). It concerned a private sub-postmaster — not the 
usual kind who combined a sub-post office with a 
grocery or tobacconist business — but a sub-postmaster 
whose business included all the ordinary activities of a 
post office except telegraph business, and nothing 
else. He employed two women assistants who were 
wholly employed on post office duties and claimed a 
refund of 5.Е.Т. in respect of them. This was allowed 
on appeal by the Industrial Tribunal but the MINISTER 
or LABOUR appealed to the Divisional Court. 

A refund of tax may be obtained under section 2 of 
the Selective Employment Payments Act 1966 in 
respect of employment in an establishment engaged by 
way of business wholly or partly in certain activities, 
provided that more than half the persons employed in 
the establishment are employed wholly or mainly in 
connection with those activities, and are not so em- 
ployed wholly or mainly in ‘non-qualifying activities’. 
One of the activities in question is ‘postal services and 
communications’ in Minimum List Heading 707 of 
Order XIX of the Standard Industrial Classification. 

There was no doubt that the sub-post office was an 
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establishment engaged by way of business in postal 
services within heading 707; but ‘non-qualifying 
activities’ are defined by section 10 (1) of the 1966 Act 
as including 
‘(a) activities carried on for office purposes within 
the meaning of section 1 (2) of the Offices, Shops 
and Railway Premises Act 1963’ (other than certain 
specified activities). 

Section 1 (2) of the 1963 Act defines ‘office purposes’ 
as including the purposes of administration, clerical 
work, handling money and telephone and telegraph 
operating, and defines ‘clerical work’ as including 
writing, book-keeping, sorting papers, filing and cer- 
tain other matters. 

In the Divisional Court, Lord PARKER, C.J., said the 
1966 Act was legislation ‘by reference’. The Standard 
Industrial Classification was first issued in 1948 and 
was a classification based on industries rather than 
occupations. The Act of 1963 was another piece of 
legislation by reference. It was concerned with build- 
ings and made provision for the health, safety and 
welfare of persons employed in offices and shops, 
whereas the 1966 Act did not deal with premises but 
with activities, The proper approach to section 2 of 
the 1966 Act was to look at the occupation of each 
person, see what activities were involved and then con- 
sider whether that person was wholly or mainly 
engaged in non-qualifying activities. 

Applying that approach, the whole of the work of 
the two women assistants at tbe sub-post office was 
the handling of money and clerical work within the 
meaning of 'office purposes' in section 1 (2) of the 1963 
Act. These were non-qualifying activities within 
section 1o (r) of the 1966 Act and accordingly the 
sub-postmaster was not entitled to a refund of the tax. 
This was so notwithstanding that a ‘public’ post office 
qualified for relief under section 3 of the 1966 Act. 

In two other cases — Minister of Labour v. Genner 
Iron and Steel (Woolescote) Lid; Minister of Labour v. 
Dyas & Fowle Ltd (The Times, July 14th, 1967), the 
Divisional Court dismissed appeals by the MINISTER 
or LABOUR against separate decisions of Industrial 
Tribunals entitling the companies to receive refunds 
of tax and premiums under section 1 of the 1966 Act. 
Lord Parker said that in both cases the companies cut 
sheet metal into specific shapes and sizes by mechanical 
power and the only question was whether the com- 
panies were engaged in manufacturing activities within 
Orders ПІ to XVI of the Standard Industrial Classi- 
fication. The Minister contended that the cutting 
of sheet metal was incidental to the companies’ main 
business of distributing and dealing in industrial 
materials and machinery in Minimum List Heading 
832 which came under Order XX. The Industrial 
Tribunal found that Dyas @ Fowle came within 
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heading 399 under Order ТУ. and that Genner came 
within heading 499 under Order XVI. 

His lordship said the companies were not selling the 
metal sheets in the condition in which they had bought 
them, nor were they selling sheets cut occasionally to 
approximate sizes to help customers. They were cutting 
the sheets on orders from customers who were often 
not in a position economically to cut metal to the 
required size without being left with off-cuts which 
would go to waste, whereas the two companies could 
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use off-cuts to satisfy other customers. Moreover, had 
the companies' customers themselves cut the sheets 
they would have been entitled to repayment of the tax 
and the premium and there was no reason why the two 
corapanies should not get the same benefits, but both 
businesses fell within heading 399, namely, 'metal 
industries not elsewhere specified". 

With so many anomalies in the 1966 Act and its 
associated legislation, the build-up of a body of case 
law will be particularly useful. 





Current 
Affairs 





Institute's Final Examination 


F the 4,799 candidates wao sat for the May Final 

examination of The Institute of Chartered 
Accountants in England and Wales 2,380 (49:8 per 
cent) passed and 2,419 failed. 

Fight candidates (14 per ceat) passed in Parts I and 
II together out of 54 who 51. In Part I there were 
3,358 candidates of whom 1,643 (49 per cent) passed 
and 1,715 failed. The First Flace in Order of Merit, 
the Robert Fletcher Prize and the Deloitte-Plender 
Prize for the paper on Advanced Accounting I were 
won by Mr P. I. Espenhahn, of London, and Second 
Place in Order of Merit, the Walter Knox Scholarship 
and the Deloitte-Plender Prize for the paper on 
English Law I were won by Mr J. Dubois, of Sutton. 
Mr I. Cole, of London, tozether with Mr S. T. 
Brough, of Surbiton, were ewarded Third Place in 
Order of Merit and the O. C. Railton Prize; Mr Cole 
also won the Roger N. Carter Prize and the Deloitte- 
Plender Prize for the paper эп Taxation I, and Mr 
Brough was awarded the Deloitte-Plender Prize for the 
paper on English Law ЇЇ. 

In Part П of the examination there were 1,387 candi- 
dates of whom 729 (53 per cent) passed and 658 
failed. First Place in Order o? Merit, the W. В. Peat 
Medal and Prize, the Howitt Prize and the Deloitte- 
Plender Prize for the paper on Advanced Accounting 
ПІ, were won by Mr А. D. England, of Bristol. Second 
Place in Order of Merit, th» Charles M. Strachan 
Prize, the Roger N. Carter ?rize and the Deloitte- 


Plender Prize for the paper on Taxation II were 
awarded to Mr A. V. Towers, of Oxford. Third Place 
in Order of Merit and the Тот Walton Prize were 
awarded to Mr K. R. Varley, of Ilkley. 

А full list of successful candidates and a summary 
of the complete results are published as a supplement 
to this issue. 


Froe Use of Car Taxable 


quos Crown succeeded in the High Court last week 
in an appeal concerning the Schedule E liability of 
an employee who, as such, had the right to the free use 
of & car from his employer. 

In the case of Heaton v. Bell, reported in The Times 
of July 121, the employer in 1954 introduced а 
voluntary car loan scheme for certain employees earn- 
ing less than £2,000 per annum, under which a weekly 
subtraction was made from the employees' wages. Mr 
Bell joined the scheme in 1961. His weekly pay slip set 
out eight items included in the calculation of his tax- 
able gross wage, one of which was £2 13s 6d in respect 
of the car which was subtracted from the sum of the 
other items. The sum subtracted for the car varied 
from time to time. 

'The Crown put their argument in two ways. First, 
the said that £2 135 6d was a part of the emoluments 
which the employee had voluntarily spent on hiring 
the car; but this failed. The second argument, which 
succeeded, was that the use of the car was a benefit 
which the employee could turn into cash. The tax- 
payer argued that the facility could not be turned into 
money, since he had to give a fortnight's notice before 
he could leave the scheme and receive cash again. The 
Covrt held that this fourteen days' notice requirement 
could be left out of account. The benefit could be 
turned into money for fifty out of the fifty-two weeks 
in the year and therefore it was a taxable emolument. 


Anglo-Dutch Accountancy Study Group 


TH a view to furthering co-operation between 
the accountancy professions in the Netherlands 
and the United Kingdom, an Anglo-Dutch Study 
Group has been appointed to conduct a study of the 
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professional rules and standards of the profession in 
the two countries. 

The six-member group — which will also study 
auditing principles and practice — will comprise three 
representatives of the Nederlands Instituut van 
Register-accountants; two representatives of The 
Institute of Chartered Accountants in England and 
Wales, and one representative of The Institute of 
Chartered Accountants of Scotland. 


Oxford Summer Course 


ROFESSIONAL accountants should move more 

quickly in going beyond the audit function and 
providing management services, said Lord Thomson 
of Fleet on Monday. 

Replying to the toast of “The Guests’, proposed by 
Mr E. К. Wright, M.A., Е.С.А., at the guest night dinner 
of the English Institute’s twenty-first summer course 
at Christ Church, Oxford, Lord Thomson said that the 
conduct of business today called for the exercise of a 
large variety of managerial, marketing and technical 
skills. The up-and-coming young folk who would con- 
stitute the top management of the future must be given 
the opportunity of learning the skills systematically 
and as part of their general training. He was aware that 
the Institute was moving in this direction, but he 





Some personalities at the Oxford Summer Course of 


aE 
The Institute of 
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questioned whether it was moving fast enough in 
adjusting its training methods, and in equipping its- 
members to go ‘beyond the function of auditing and 
to take on the many other services which professional 
accountants can and should perform’. 

Proposing the toast of ‘The University and Christ 
Church’, the President, Mr W. E. Parker, C.B.E., Е.С.А.; 
said that the Council was now very much alive to the 
faci that the considerable education and training which. 
led to the qualification of a chartered accountant 
represented only the beginning of the process; much 
more attention, he said, now had to be given to post-: 
qualification training. . 

Мт Parker also commented on what he described as: 
the lack of any real academic background in Britain to 
their professional studies and to the development of: 
accounting theory and of the principles and conven- 
tions which they sought to apply in their daily work. 


. This was beginning to be corrected — but only begin- 


ning. 


Guide to Garage Management 


HERE must be few motorists so fully aware of 
what goes on under the bonnet of their cars that 
they have not had reason at one time or another to be 
grateful for the good services of the helpful garage. 






> mens ‘wee. у ati 


hartered Accountants in England and 


Wales which concluded at Christ Church on Tuesday of this week. 


Front row, left to right: Messrs J. F. Allan, F.C.A., Vice-Chairman, Courses Committee; E. K. Wright, M.A., F.C.A., Chairman, Courses 
Committee ; D. V. House, F.C.A., Past-President ; The Very Rev. С. A. Simpson, D.D., Dean of Christ Church; Messrs W. E. Parker, C.B.E., 
F.C.A., President of the Institute; E. M. James, M.A., Steward of Christ Church; M. C. Ashill, F.C.A., Under-Secretary; J. H. Mann, 
M.B.E., M.A., F.C.A., Immediate Past-Chairman, Courses Committee. 


Second row: Messrs В. W. Meynell, F.C.A., Leader, Group E; D. Е. Pratten, F.C.A., Leader, Group G; T. A. Hamilton Baynes, M.A., 
“Е.С.А., Speaker; К. M. Townsend, F.C.A., Leader, Group Н; Е. A. Murrey, Courses Staff; І. F. Н. Davison, B.Sc.(Econ.), F.C.A., Leader, 
Group В; б. Н. Kingsmill, F.C.A., Leader, Group С. 


Back row: Messrs А. С. Martin, F.C.A., Speaker; б. J. Yates, F.C.A., Leader, Group J; О. Р. Hubbard, В.А., Assistant Secretary ; 
W. Taplin, M.A., B.Com., Editor, Accountancy ; W. G. Palmer, F.C.A., Leader, Group F; A. D. Compston, F.C.A., Leader, Group A; N. D. 
Robinson, Courses Clerk; G. S. Major, T.D., B.Com., F.C.A., Leader, Group D; S. V. P. Cornwell, M.C., M.A., F.C.A., Speaker. 
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It is with a view to improving the efficiency of the 
motor trade generally that the Economic Development 
Committee for Motor Veh.cle Distribution and Repair 
came into existence in Sepzember 1966 and one of the 
first things it has done is to assist in the completion of 
a booklet commissioned by the Motor Agents Associa- 
tion on the understanding and use of management 
accounts by those engaged. in the industry. The work 
in question has now been published and makes first- 
class reading. Though addressed primarily to owners 
and managers of garages, 1: is of special interest to all 
practising accountants who have clients in the motor 
trade and who may be called upon to advise on or 
install a suitable accounting system. 

The author, Mr Ronald І. Sewell, А.А.С.С.А., who 
is a management consultart with clearly a specialized 
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knowledge of his subject, divides his narrative into five 
main parts. First of these takes a practical look at the 
financial aspect and the source and application of funds 
required to run a garage business. Second deals with 
the interpretation of the profit and loss account and 
balence sheet and the third with simple but effective 
internal records and accounting controls. The last two 
sections consider the preparation of management 
accounts which if the precepts contained in the earlier 
sections are followed can, the author claims, be pre- 
pared within three or four hours soon after the end of 
each month. 

The text is supplemented by numerous specimen 
statements and by a number of engaging line drawings 
by Mr Paul Sharp who evokes admirably the ordered 
chaos of the garage workshop and office. 





TIME AND EMOTION STUDIES - IV 


Changing a Gas Meter 


by A PROVINCIAL PRACTITIONER 


HEN I was quite a small boy, one of the sights which 

gave delight was that of the man who changed the gas 
meter. He could always be seen pushing his bicycle from 
which dangled a couple of brace of these large grey or red- 
painted metal boxes ~ rather in the same way that the 
Breton onion-sellers carried their wares. 

'The meter man would prop up his bike outside a house 
which he seemed to pick at random, grasp one of his meters 
and disappear into the houze for 20 minutes or so and 
then reappear, sling the old оле on his bicycle and trundle 
off to his next call. 

Alas, this was one of those delightful customs now swept 
away for all time in the great quest for efficiency; a sacrifice 
on the altar of progress, а g-eat step forward in the eco- 
nomic use of manpower — cr зо we thought. 

About a month ago my wif and I were wrenched out of 
blissful sleep by the cry of tae Banshee; at least only the 
presence of an Irish housekeeper could account for the 
blood-chilling sound that wa led through the house. After 
vain attempts to shut out the sound from our ears there was 
no choice but to get up and search for its origin. It soon be- 
came obvious that it had a mechanical source which we 
finally tracked down to the gaz meter in the cellar, and as we 
confronted it with our anger dorne of interrupted sleep the 
shriek stopped as suddenly as it had begun. 

Following similar episodes, we phoned the local Gas 
Board office and asked for ths offending machine to be re- 
placed. We were promised immediate attention and three 
days later received a card ta say that our ordinary meter 
would be replaced in accorcance with our request for a 
coin-operated one within the next seven days. Another call 
‘to the Gas Board office was necessary to point out that al- 


though perhaps our present meter sighed and moaned ђе-. 


cause it wasn't as well off as its coin-operated colleagues, 


we just wanted an ordinary replacement. Yes, we were 
assured, this would be attended to at once. 

And so it proved. Two days later a smart young man 
arrived in a mini-van to fit the new meter and asked if it had 
arrived. ‘No’, we said, ‘Haven’t you brought it?’ — ‘Oh no,’ 
was the reply, 'that's not my job, I'm just the fitter; this is 
what usually happens — I'll call again. Good morning! 

Two more days passed – still punctuated by shrieks from 
our meter — then an enormous lorry almost as big as a bus 
arrived, and while this vehicle completely blocked our lane, 
the driver's mate hopped out and from its depths produced 
a very small gas meter which he deposited in the rain out- 
side our back porch. (I wondered what might have been 
inside the fitter's mini-van — it could have held thirty or 
forty such meters besides his tools.) 

Yet two more days and the fitter appeared again and 
changed the meter; but — well, we expected it this time — it 
was not his job to take the ‘shrieker’ away. The lorry would 
be along. So it was dumped outside the back porch; this was 
Friday – there would obviously be no collection till Monday 
at the earliest. | 

Sunday came and with it the joint-cooking - when this 
operation was in full swing we were all driven out of the 
house by an alarming smell of gas which we traced, at some 
personal risk, to the new meter in the cellar. A frenzied 
phone call to the Gas Board’s emergency service eventually 
produced another young man in a mini-van who restored 
the situation by screwing up a loose connection left by his 
colleague. A week passed before the large lorry reappeared 
to collect the faulty meter and we then thought that our 
troubles were at an end – but we were wrong again. 

A week or so of normal operation passed and then the man 
came to read the meter. No sooner had he descended the 
cellar stairs than he was up again with a look of alarm on his 
face - ‘Had anyone been tampering with the meter?” We 
explained somewhat wearily what had passed. ‘Ah’, he 
said, ‘they have removed the wooden shelf on which the 
meter is supposed to rest — and without this it dangles 
on the pipe — you see? This will cause the pipe to be 
strained and may cause a leak.’ ‘Well’, we asked, ‘can you 
put it right?’ ‘Oh no – that’s а job for the fitter. When I get 
back I'll ask him to come and do it.’ And eventually he did. 

Last night we-were woken up again by the Banshee. 
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The Pricing of Internal Transfers 


by F. LIVESEY, B.A.(Econ.) 


Lecturer in Business Organization, Manchester Business School 


S businesses grow, they face the possibility that the 

gains which accrue from such factors as the utilization 
of larger capacity machines may be reduced or even out- 
weighed by losses arising from organizational factors — 
lengthening of the lines of cómmunication, failures in 
co-ordination, etc. A method of seeking to overcome such 
problems which appears to be finding increasing favour, 
especially but not entirely among larger companies, is to 
divide the company into a number of semi-autonomous 
units - which we may call divisions - and to hold the 
managers of each division responsible for its profitability. 
А, common basis for the creation of divisions is by product 
or product group. 

This method of allocating responsibility gives rise to 
several problems when the interests of all the divisions do 
not coincide, because for example, they are selling in the 
same market, because they are competing for inputs, or 
they are in a buyer-seller relationship. It is this last situa- 
tion which is discussed here, particular reference being 
made to two questions: first, the extent to which a division 
is given freedom to trade, either in buying or selling, out- 
side the company; second, how the prices of such products 
traded internally are determined. 

To obtain information on these points an inquiry was 
recently conducted, whereby a questionnaire relating to 
company policy on inter-divisional pricing was sent to 400 
companies in the Manchester area, and follow-up interviews 
were conducted with 20 companies. At the questionnaire 
stage attention was concentrated on methods of pricing 
since previous discussions had suggested that reliance 
could not be placed on written answers to questions relating 
to freedom to trade. 

Of the 400 companies approached, usable replies were 
received from 232, of which тоо operate a system of inter- 
divisional pricing.! As can be seen from the following table 
there is a considerable diversity of practice in regard to the 
setting of prices of internally traded goods. (The total 
number of answers exceeds roo since some companies 
adopt more than one method): 


Market Full 
Nego- oroutside cost Full Variable 
Method tiation price plus — cost cost 
Number of 
companies .. 16 17 30 37 10 
Percentage of a 
companies .. 15 15 27 34 9 


The 30 firms which added a margin to the full cost before 
arriving at the price were asked how this margin was calcu- 
lated. Twenty-eight added a fixed percentage of the full 


1 See appendices for details of the questionnaire and for a sum- 
mary of other information obtained. 


cost, one added a figure representing a return on the capital 
employed in the facilities used for making the particular 
product, and one added a fixed absolute amount. This 
distribution is somewhat surprising in so far as one of the 
reasons given for adopting ‘full-cost plus’ is, as mentioned 
below, that it ensures that each division (and hence the 
ccmpany as a whole) will earn the company target rate of 
return — very often expressed as a rate of return on capital 
employed. | 

In practice it may, of course, be difficult, or at least very 
time-consuming, to try to allocate capital among the 
verious processes and it has been suggested that in deciding 
upon what percentage of full cost to add as a profit margin, 
attention is given to the capital employed. This may be so 
in some instances but the fact is that in the vast majority of 
cases investigated, the percentage of full cost which is added 
does not vary between products despite the difference 
which may exist in the amounts of capital employed in the 
production of the various products. | 


Internal pricing and profit maximization 
The diversity. of method as revealed by the table is of 
ccnsiderable relevance to an analysis of the reasons for 
adopting a system of inter-divisional pricing. We may 
assume that the company is motivated by a desire to maxi- 
mize, or at least to increase, prcfits. However, profit 
maximization is a concept which is by no means un- 
ambiguous operationally; that is to say, there are several 
objectives, each of which may be expected to contribute to 
increasing profits but the value of whose contribution cannot 
be measured. This would not matter if all these objectives 
were compatible. But this may not be so, and it is quite 
possible that a policy which helps in achieving some of 
these objectives may do so at the expense of others. This 
means, of course, that before policy in relation to pricing 
and freedom to trade is determined, a view ought to be 
taxen as to the relative importance of these various 
objectives. 

What are the objectives? The most important would 
appear to be: | | 3 : 


(1) To foster in the divisional managers a commercial 
attitude, ie. one which focuses on the earning of 
profits rather than on a narrower ‘departmental’ 
attitude focusing to the exclusion of other considera- 
tions on, for example, a reduction in costs or on 
meeting an engineering specification. Here one might 
say that the company is taking a long-term view of 
profitability, being concerned primarily with the 
development of managerial ability. | 


(2) To encourage a co-operative attitude among the 
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managers of the divisions – azain there are clear long- 
term implications here. 


(3) To facilitate control by a central body: e.g. the main 
board. Policy in relation to freedom to trade is par- 
ticularly relevant to this objective. 


(4) То maximize the profits of the company over a given, 
relatively short, period of time; one is essentially con- 
cerned here with the optimum utilization of the 
existing (largely physical) assets of the company. 


(5) To optimize the allocation of the company’s financial 
resources. This is a longer-term objective than (4) 
in that one is now concerned with additions to the 
existing stock of physical assets. In a large company, 
one of the factors which may influence the allocation 
of company resources among divisions is the relative 
profit records of the divisions. 


Authority of the divisional manager 


It is clear that with respect to all these objectives the 
main board may define the authority of the divisional 
managers in relation to a wide range of activities, such as 
the undertaking of capital expenditure, the appointment of 
senior staff, etc., but we are here concerned only with the 
two activities – trading and pricing. 

On trading, the divisional managers may be given com- 
plete freedom to buy and sell wherever they wish, or 
partial freedom, in that they may have to give an internal 
division first option, for example; or no freedom in that a 
fixed percentage, often one hundred, of their trading must 
be internal. 

On pricing, as mentioned above, five possibilities may be 
distinguished. On the one hand, internal divisions may 
negotiate in precisely the same way as if trading with an 
outside company (‘negotiation’). Сп the other hand, prices 
may be determined in accordance with a formula laid down 
by the main board (‘formula pricing’). Four methods of 
formula pricing are for internal prices to be set at a level: 


(а) equal to the outside or market price, suitably adjusted 
perhaps to take account of the lower selling costs 
incurred on internal transfers; 


(b) equal to the full cost of production? plus a profit 
margin; 


(c) equal to the full cost of production; 
(d) equal to the variable or direct cost of production. 


In methods (5), (c) and (d), the cost could be either the 
standard or the actual realized cost. In practice standard 
cost is almost invariably used, the main difference between 
companies relating to the frequency with which the stand- 
ard is revised; the discussion which follows assumes the 
use of standard costs. (Some of the consequences of using 
actual, realized cost are mentioned briefly towards the end 
of the article.) 

We have postulated three possible degrees of freedom in 
relation to trading. However, limitation on space makes it 
impossible to give more than a brief mention to the middle 
case, i.e., partial freedom of action. Thus by combination we 
are left with ten possible policies. However, as is pointed out 
below, some of these are so unlikely to be feasible in practice 
as to require little comment. 


2 ‘Cost of production’ should be taken to include any relevant costs 


of distribution. 
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Freedom to trade and negotiated prices 


Let us now examine the relevance to the objectives 
enumerated above of the various policies, beginning with 
those where divisions have freedom of action in relation to 
trading. Freedom with regard to both trading and pricing 
is clearly calculated to contribute to the first objective — the 
fostering of a commercial attitude. A divisional manager 
will be encouraged on the one hand to supply what the 
market wants and to get the best possible price for that 
product; and on the other hand, to buy its requirements on 
the best possible terms. (‘This refers, of course, not only to 
price, but to such factors as reliability and continuity of 
supply or off-take, a proviso whose importance must be 
stressed.) 

But is this situtation likely to contribute to the other 
objectives enumerated above? It is often claimed that a 
co-operative spirit between divisions is unlikely to be 
engendered since — at least with regard to pricing — the 
gain of one division is the loss of another. Of course, when 
trading between divisions does take place, there must be 
co-operation in some sense, e.g. agreement must be 
reached on times of delivery etc. But one is here concerned 
with far more than what may be called the mechanical 
aspects of co-operation, namely with a positive desire, 
above the requirements of commercial obligation or pru- 
dence, to further the interest of another division, whether 
customer or supplier. 'То take a not very lofty view of the 
matter, one could say that this desire might emerge in a 
situation where no outside trading was allowed simply 
because such co-operation was realized to be essential for 
the prosperity of the company. 

However, it seems equally plausible to argue that since, 
for example, in this situation the supplying division has a 
captive market, it will be less concerned to meet the needs 
of its ‘customer’ than would be required by normal com- 
mercial considerations, and that consequently one could 
have a great deal of conflict about such matters as quality, 
speed of service, etc. One has found examples in practice 
to support both arguments and it is difficult to decide 
which is more generally valid. 

It is clear that control by the main board will be reduced 
in a situation of complete freedom of action in relation to 
trading and pricing, and that this must be accepted as an 
inevitable price to be paid. However, as indicated below, 
to compensate for the reduction in control which may occur 
here, increased reliance may be placed on other control 
techniques — especially a system of budgets. 


Importance of information 


Again, it is quite conceivable that a division may behave 
in such a way as to further its own interests but at the ex- 
pense of the company as a whole. Indeed it is sometimes 
claimed that this is very likely to happen; however this 
likelihood will be decreased as the information which is 
made available to the divisions is improved. 

Take, for example, the situation where, on account of a 
price differential, a division buys materials outside the 
company, thus leaving an internal division with idle 
resources which could have been put to use to supply these 
requirements. This clearly raises the question as to why 
this division was undercut by the outside supplier, or to 
turn the question round slightly, why did not the internal 
supplier reduce its price to match that of the competitor 
(due allowance being made for differences in quality etc.)? 

One possible reason is that the price which it originally 
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quoted was designed to cover its full cost of production 
(and perhaps а margin of profit) and that it failed «о consider 
the possibility of bringing down its price to a level which 
would cover, and perhaps give a margin over, its variable 
cost. The chance of such a failure occurring would be very 
much reduced if information was provided to the division 
on (a) the price quoted by outside suppliers, (b) the break- 
down of its own costs, and (с) business potentially available 
both from within and from outside the firm in the near 
future. 

One can, of course, argue about the feasibility of furnish- 
ing information on the outside supplier’s price and there 
are clearly occasions on which this could prove difficult: 


for example, if a bargain has to be closed very quickly. . 


However, when one considers that other factors exist which 
tend to load the dice in favour of the internal supplier, in 
particular the lighter incidence of selling and distribution 
costs, one would imagine that given the existence of a 
proper appreciation of the structure of its costs, failure to 
meet objective (4) (the optimum utilization of the com- 
pany’s resources) at least in the way discussed above, 
would be relatively rare. 

It this hypothesis is correct it is perhaps rather strange 
that relatively few of the firms which practice inter- 
divisional pricing allow their divisions complete freedom 
in both trading and pricing, since this situation would seem 
to have a very big advantage in being most likely to contri- 
bute to objective (5) — a more important objective in the 
long run. 

There are, of course, many factors which may influence 
the allocation of a company’s resources which may deter- 
mine which projects proceed and which до not. But a 
factor which, while not decisive, is seldom ignored is the 
quality of the management of the division which sponsors 
the project, as evidenced by the past performance of that 
division. 

Many measures of performance exist but profitability is 
clearly one of the most important. To return now to our 
previous example, if an internal supplier is obliged, in 
order to keep his resources fully occupied, to lower his 
price so that his return on capital suffers, this will draw 
attention to the fact that he may not be competitive (this 
assumes that the lower price of the outside supplier was 
not a temporary, ‘dumping’ price) and that the company 
should be wary of putting further resources into this sector 
of its business. 

(it is in fact quite plausible to argue the reverse, namely, 
that a subnormal return will call for the allocation of more 
resources to this sector (the assumption underlying this 
argument being that the poor results are due to factors out- 
side the control of the divisional management). This could 
well be so in some instances, but this would not invalidate 
the general thesis that the significance of profitability as a 
guide to the allocation of resources is greater, the greater 
the freedom given to divisional managers in respect of 
trading and pricing.) 

It was said above that the negotiations which are the 
corollary of this freedom may lead to a competitive rather 
than a co-operative spirit between divisions. Whether or 
not this is so, it is clear that the process of negotiation will 
require the expenditure of time and money. This is a prob- 
lem of which the companies showed themselves to be well 
aware, and have tried to solve in one way or another. For 
instance, if internal transfers are a small part of total 
trading, they may be neglected in the setting of the expendi- 
ture budgets of the negotiating staffs, buying or selling, 
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і.е. an increase in internal trading would not be accom- 
panied by an increase in budgeted expenditure on 'nego- 
tizting' activities. However, some companies have found 
the cost of negotiating so high that they have abandoned 
the system. (This is discussed further below.) 


Freedom to trade and ‘formula’ pricing 
(a) Market prices 


A way of avoiding this cost while at the same time trying 
to retain the advantages of the above situation is to allow 
freedom in trading and to decree that internal prices shall 
be based upon the price which the supplying division is 
obtaining from external customers or, if no sales are being 
made by the division outside, upon the market price. 

The rationale of this method is simply that the outside 
oz market prices will, by and large, be determined as a 
result of market forces and hence that the return on capital 
which results when these prices are charged provides a 
good indication of the efficiency of the division in relation 
to that of competitors. 

Again, of course, market price may temporarily be such 
as to cause all producers to earn sub- (or super-) normal 
profits, and care must obviously be exercised in the inter- 
pretation of the results. Further, this system may not be 
viable because insufficient information to enable a reliable 
market price to be derived may not be available. Many 
firms claim that it is this factor which has led them to 
adopt one of the remaining methods of internal pricing, i.e. 
(i) setting a price equal to full cost plus a profit margin, 
(ii) to full cost, or (iii) to variable cost. 


(Б) Other prices 


Before proceeding to a discussion of the relative merits 
of these three methods it is important to make the point 
that it is doubtful whether any of them is consistent with 
allowing the divisional managers complete freedom with 
respect to trading. As mentioned above, a question on free- 
dom in trading was not included in the questionnaire since 
experience has suggested that great reliance could not be 
placed on the answers to this particular question. Several 
firms interviewed claimed that their divisional managers 
"were given complete freedom of action in this respect, but 
it subsequently became clear that this would remain so only 
in so far as the advantages to be gained from internal trading 
zemained such that there was no incentive to substitute 
external trading. Should conditions change, e.g. should a 
low cost competitor to a supplying division emerge, free- 
dom to trade would become circumscribed. 

However, although no systematic information was ob- 
tained as to the extent to which firms have tried to operate 
any of these three methods of pricing in conditions of free- 
dom of action with respect to trading, it is easy to show 
that successful operation can be expected only in certain 
circumstances. 

Тће disadvantages may be seen most clearly with respect 
to the method of setting internal prices equal to direct or 
variable cost. Obviously the supplying division would 
expect to obtain a much better price outside and conse- 
quently the internal buyer would appear in the role of least 
favoured customer, getting supplies only when the require- 
ments of the outside market had been satisfied. 

If internal prices are set equal to full cost, a similar pro- 
cess may be expected to follow in that the supplying division 
would again give priority to orders which would yield a 
margin of profit, i.e. to outside orders. Now, however, the 
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gap between internal and external prices would be less, so 
that the position of the buying division would be less dis- 
advantageous: 

The substitution of external for internal trading might be 
expected to be least likely where internal prices are such as 
to give a profit margin, and ir.deed if the internal supplier 
is at least as efficient as his most efficient competitor and 
if the market price is such as to give a reasonable margin of 
profit to that competitor, no substitution should occur, But 
how often are such conditions likely to persist? Leaving 
aside the question of the relativ2 efficiencies of the supplying 
divisions (this is discussed further below) note that a 
degree of stability in the market price is required which 
would appear to be uncommor. in many industries. Should 
demand be very strong, the market price may rise above the 
level which will give a reasonable profit margin and thus 
tempt the internal supplier to sell outside. Conversely, 
when demand siumps the marxet price may fall below the 
‘normal’ level, thus tempting the internal buyer to buy 
outside. 

It can be said, therefore, thet with all three methods an 
element of inflexibility is introduced, which is extremely 
likely to detract from objective (4) (the maximization of 
(short-run) company profitability) without retaining any 
of the advantages with respect їз any of the other objectives, 
possessed by the first two metrods. 

This does not mean to say that it may not be advisable 
to operate any of these methcds of pricing, but that the 
advantages which they may ofer require the limiting of 
freedom of action with respect to trading. It is to this 
situation we now turn. 


Limited trading and profitability as a 
measure of performance 


'The first point to be made about any situation where the 
divisional manager’s freedom t> trade is restricted, is that 
it thereby becomes less appropr:ate to measure performance 
in terms of adaptability to markst forces. It is clearly irrele- 
vant whether or not a supplier division has met the require- 
ments of the outside market if Le is forbidden to enter that 
market. And since the extent tc which the requirements of 
the market are met will have an important influence on 
profitability, it follows that it Lecomes less appropriate to 
use profitability as a measure 02 performance. What is the 
significance of this with regard to the various possible 
methods of pricing? 

The balance oz advantage clearly swings against pricing 
by negotiation, for two reasons. First, the particular 
advantage of this method is in respect of objective (x) – the 
fostering of a ‘commerical’ ан иде - but it has already 
been argued that this will be very much inhibited by 
restricting the freedom to trade. Second, the disadvantages 
of negotiation in terms of experditure of time and money, 
and of creating hostility be-ween divisions, will be 
heightened. Lest these disadvantages be underestimated, 
it is salutary to note the following comments of Mr A. N. 
Warburton, Vice-President and Controller of Kaiser 
Aluminium and Chemical Co-poration, quoted in the 
Harvard Business Review, May|]une 1964: 


‘“At Kaiser we now use a cost system rather than a 
negotiated system for transfer prices, since we believe that 
interdivisional transfer price staff work and arguments 
can represent one of the purest forms of overhead." 
Moreover, it does not follow that as a result of all the work 
and arguments justice will necessarily be done. “We have 
also found that these discussicns and arguments under a 
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negotiated system are not always a ‘meeting of equals’ on 

the 'battleground of the free enterprise system? but 

rather are affected by personalities and by corporate 
positions." > 

What of the use of market prices as a basis for internal 
pricing? In principle the advantage of this method, namely, 
that it artificially introduces some of the influences of market 
forces, may now be thought to be even greater, given the 
protection from these forces conferred by the restriction on 
trading. At the same time, this insulation from the market 
may make it less feasible to obtain the information neces- 
sary to operate this system. 

Further, to develop the point made above, it should be 
noted that even if sufficient information on outside prices 
is available to permit a measure of profitability to be applied, 
profitability is not now to be seen in the same light as pre- 
viously. It is not now an indication of the response to 
market forces, including the development of an appropriate 
product-mix. Rather it measures relative efficiency in the 
production of a given group of products. It becomes a 
static rather than a dynamic concept. і 

This change of emphasis from a commercially-oriented 
to a production-cost-oriented measure of performance is 
even greater with respect to the three remaining methods of 
pricing. Since the cost, which is taken as the basis for 
pricing is standard cost, any ‘profit’ (or ‘loss’) which 
emerges will merely represent a deviation from the stan- 
dard. This standard is, of course, a target or forecasted 
production cost. Moreover, this is true even if a 'profit 
margin' is added to the cost before the price is determined, 
since the only factor which is able to effect the realized 
result remains a change in productive efficiency, as defined 
above. 

Given that an internally constructed standard is to 
replace the test of the market place, what are the relative 
merits of the three remaining methods of pricing? It has 
already been argued that objective (1) is unlikely to be 
furthered by any of these methods so that the discussion 
will be confined to the other four objectives. 


Limited trading and other 'formula' prices 


The fostering of a spirit of co-operation between divisions 
has been claimed to follow particularly from the method of 
setting prices equal to full cost since, it is said, no one 
division can be deemed to be exploiting another division. 
А. similar argument may be applied to the full cost plus 
method, provided that the 'plus' represents a reasonable 
profit. As was mentioned above, the validity of this argu- 
ment is very difficult to prove, there being a strong possi- 
bility that rigidities in price relationships will lead to 
conflict over other factors. 

Clearly this situation, with its restriction on the freedom 
of action of divisional managers, will by definition facilitate 
control by the main board, which is the third objective. 
(However, control here is a matter of strategy and not 
tactics.) In this respect there would not appear to be much 
to choose between the three methods. 

It is perhaps in terms of the fourth objective that it is 
easiest to distinguish among the consequences of the 
three methods. To start with the full cost plus method, it is 
sometimes claimed that if each division ‘earns’ a profit then 
the company as a whole will be ensured of earning a profit; 
further if the rate of profit earned by each division equals 
the company's target, the company will then reach that 
target. 

This argument is, of course, based on the assumption ~ 
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which may not be fulfilled in practice – that the division(s) 
selling to the final consumer (including wholesalers and 
retailers), are able to achieve the target rate of return. A 
failure to reach this target may have some consequences for 
the senior management of that division, if only in terms of 
the size of their bonus cheque. However, far more import- 
ant are likely to be the consequences for the company as a 
whole. 

It may be that in some circumstances the price which will 
maximize the profits of a company will be equal to the full 
cost of production plus a ‘normal’ profit margin. However, 
in other circumstances profit maximization may require a 
price below (or above) this level. An extreme instance is 
where at a price equal to ‘full cost plus’, no sales are made. 
Now if price setters are armed with full information on the 
company’s costs they will be enabled, if necessary, to 
reduce the price, perhaps to a level below full cost. While 
such a situation is clearly undesirable, this policy may in 
the short run be the best course of action open to the com- 
pany. The limit to which price may be allowed to fall 
before sales cease to make a contribution to profit is, of 
course, to a level equal to variable or direct cost. 

Now if each division is pricing at a level equal to full 
cost plus a margin of profit, the variable cost to the final 
division(s) will be raised, since it will include all these 
intermediate profit margins, and indeed all the fixed costs 
which have entered into the full cost at each stage. This 
means that a floor is set to the price which the final division 
may charge, which will be considerably higher than would 
be the case if the pricing authority were aware of the true 
level of the variable cost and may well be higher than the 
profit-maximizing price. 


Inflexibility in pricing and information on costs. 


It may be argued that the danger of inflexibility in price- 
setting can be reduced by making information available to 
the final division on the nature of the costs of the other 
divisions, but this raises two questions. First, since what- 
ever information the final division may have, it will still be 
obliged to pay a price equal to full cost plus, may it not still 
be tempted to set its own price at a level which may in the 
circumstances be too high from a company viewpoint? 


Second, if duplicate sets of figures are to be made available . 


to the final division, is there any. reason why this other 
measure of costs to which these figures relate, should not be 
used as а basis for pricing? 

In other words, does ‘full cost plus’ pricing have any 
advantage which may compensate for the fact that full cost 
.and, a fortiori, variable or direct cost pricing allow greater 
flexibility i in the pricing of the final products and, further, 
are simpler systems to operate? 


Full-cost pricing as an information mechanism 


It is important to emphasize at this point that it is the 
pricing of products which are being transferred between 
divisions that is being discussed, and not simply the alloca- 
tion of costs, including profit margins, at various stages. 
It may clearly be useful to allocate as many costs as possible 
~ variable and fixed – to the particular processes in respect 
of which they have been incurred; and it may be argued 
that this process will be effected more efficiently by creating 
a number of cost centres at intermediate stages than by 
having one large central costing department. 
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Whether this is so in any particular company will depend 
largely upon such factors as the size of the company, the 
number of products made, the nature of the 'information 
technology’ available, etc. The question which has to be 
asked with respect to each company is: given these factors, | 
which is the most efficient method of transferring to the 
final division information on the behaviour of costs at the 
intermediate levels — (а) by building such costs into 
the price of the intermediate products, or (Р) by separately 
transferring the information and including in the price of 
intermediates only those costs which are directly incurred 
in relation to current output, thus allowing greater flexi- 
bility in the pricing of the final products? Method (a) points 
to ‘full cost plus’ pricing; method (5) to variable or direct 
cost pricing, with full cost pricing lying between the two. 

However, it should be emphasized again that if in any 
particular instance the balance of advantage is felt to lie 
with full cost pricing, this cannot be, as is sometimes 
claimed, because a profit at each intermediate stage will 
ensure a profit overall. 

Finally, what of objective (5) — the optimization of 
resource allocation over the long-term? ЈЕ has been sug- 
gested that in this respect companies may back the man as 
much as or even more than the project, and it is clear that 
the profit record of a man — or rather of the division in his 
charge — will be influenced by the method of internal 
pricing adopted. To take one very obvious illustration of 
this point, if price is set equal to variable cost, ‘profit’ will 
be unaffected by the behaviour of overhead costs; whereas 
it will be affected by their behaviour if price is based on 
(standard) full costs. 

Now one could discuss the relative merits of these two 
alternative situations — a discussion which would involve 
such factors as the extent to which the manager might be 
able to control the behaviour of overhead costs. However, 
it is far more important to make the more general point 
that it may be extremely dangerous to establish a general 
principle of ‘backing the man’ when that man's freedom is 
restricted, and his results so influenced by the method of 
internal pricing. 

This point will not be pursued, since it would necessitate 
an excursion into the vast territory of management control. 
However, it is worth noting in passing that several instances 
were offered to the author as examples of how the applica- 
tion of this principle had benefited some managers at the 
expenses of others. It was not being suggested here that it is 
necessarily wrong to back the man, but that incorrect 
criteria might be adopted. 

Indeed, this raises the question as to whether, in a 
situation where there is freedom in trading and where, as 
has been argued, we are concerned primarily with the 
efficient transmission of information on costs, it is realistic 
to continue to talk about a system of interhal prices. Many 
companies in.this situation do claim to be operating a 
pricing system, and indeed, as already indicated, some pro- 
ceed to allocate resources in accordance with results which 
zre affected by these prices. In other words, these prices 
ere (incorrectly) seen as having a similar function to market 
prices. 

А brief mention may now be made of the situation in 
which the divisional managers are allowed a restricted 
measure of freedom in relation to trading. No attempt is 


1 One would not suggest that all companies in such situations are 
guilty of confusing the issue. 'There is no doubt that some use the 
term prices and pricing in the way we have suggested as appro- 
priate, i.e. purely as a method of transmitting information on costs. 
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made to arrive at universally valid conclusions here, for two 
reasons. First, the réstriction on freedom may take different 
forms with the consequence of one form perhaps being 
quite different from those of another. For example, note the 
following possibilities: (а) im order to provide a check 
on the efficiency of an internal supplier, a buying division 
is obliged to buy between, say, 5 and то per cent of its 
requirements outside; (6) a supplying division is permitted 
to seek outside orders only when the requirements of an 
internal customer have been satisfied; (c) a division is per- 
mitted to buy cr sell outside unless another division is able 
to satisfy an ‘arbitrator’ that -his will be against the com- 
pany interest. 

One could, of course, discuss each of these and other 
situations individually but this would clearly be very time- 
consuming. Moreover, to turr to the second reason for not 
going further — it 18 doubtfu. whether in the majority of 
companies in which restrictions are placed on freedom to 
trade, external trade forms a. significant part of the total 
trade of a division, and hence the situation would approxi- 
mate fairly closely to complets restriction of freedom. 

Finally, the rather obvious point should be made that if 
a company were to operate г system of pricing based on 
actual rather than on standard costs, many of the above 
conclusions would need to be modified. Two simple 
examples illustrate this point: first, if price is set so as to be 
always equal to actual full cost, a supplying division 
trading entirely internally vould never make either a 
‘profit or loss; second, the use of actual variable cost pro- 


APPENDIX I 
The relevant parts of the questionnaire read as follows: 


(1) If products (including raw materials and semi- -finished 
products) are transferred internally at a certain ‘price’ to 
another department, is this transfer effected between: 


Yes 
No 


(a) ‘Functional’ departments: (e.g. buy- 
ing, production, sales). 


(b) ‘Process’ departments? (e.g. foundry 
to rolling mill, mixirg shop to 
calendering department). 


(c) ‘Product’ departments? (e.g. yarn 
department to weaving (cloth) 
department). 


ШШ 


(2) If ‘priced’ transfers do take place what basis is adopted 
in the setting of such prices? 


Full cost = 

Full cost plus 

Direct or va-iable cost 

Negotiation 5etween buying 
and selling department .. 

Any other (piease specify) . 


(3) If the basis is full cost, how is this cost arrived at? 
(Please specify in particular what use is made of standard 
costs and how overheads are allocated.) 


(4). If an addition is made to the full cost, what is the nature 
; of the addition? 


А percentage of the assets employed in 
the depertment са js 
А pércentage of the full cost 
"Ап absolute amount й 
` Any other (please specify 
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vides a better guide than does standard variable cost as to 
whether it is in the interests of the company to buy 
internally or externally. 


‘Conclusions 


(t) The inquiry did not attempt to юе evidence 
about how widespread internal pricing might be. However, 
as far as the sample chosen was concerned it is clearly of 
considerable importance. Of the companies which replied 
42, per cent operate a system of internal pricing; and even 
17 it is assumed that none of the non-respondents operates 
such а system, this would still mean that overall a significant 
proportion (25 per cent) does so. Moreover, as сап be seen 
from Table I of the Appendix II, internal pricing is by no 
méans confined to the large company. 

(2) There is a wide variety of objectives which might be 
expected to be achieved by a system of internal pricing and 
an equally wide variety of methods of setting prices and 
limits to ‘freedom to trade’. 

(3) Any one method is far more likely to contribute to 
some of these objectives than to others. This relationship 
between method and objective has been considered far 
more in some companies than in others. 

(4) Internal pricing is perhaps best considered as one of 
tae many techniques of management control which exist. 
Certainly a decision as to which of the several methods of 
pricing is to be adopted, or indeed whether to price internal 
transfers at all, should be taken in the light of other control 
techniques which may be in operation. 


APPENDIX Il 
SUMMARY OF OTHER INFORMATION OBTAINED 


. Tablel . 
Distribution of Units * Practising Internal Pricing by 
Size: 
Number of Number Number 

employees practising not practising 
0- 99 6 6 
100- 199 11 21 
200- 499 26 30 
500-- 999 21 12 
1,000—4,999 19 ` | 7 
5,000 + 2 0 
No information given 15 | 57 
Тога! 100 133 

Table П 


Distribution of Internal Pricing by Type of Department 


Irternal pricing adopted between: 


Type of department Number of units 
‘Functional’ ap fes - а 31 
‘Process’ . аў ware, сёй га 29 
‘Product’ m а, di 44 


“information was asked for by' accounting unit'. This is not 
an unambiguous concept, but it seems that in most cases the 
information given was sufficient to enable a size of unit to be 
reliably determined. Thus in a group internal pricing might 
occur within a firm or between the firms of that group. In 
the first instance the size of the firm, in the second the size 


. of the group, would Бе the appropriate measure. 


Information on size was not sought from those. companies 
which do not practise internal pricing, but this information 
was in fact volunteered by the majórity of such companies. 
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New Tax Rules for Groups - Il 


Roll-over relief 


THE rules for assets held on April 6th, 1965, are set 
out in Part II of the Sixth Schedule to the Finance 
Act 1965 and in relation to a group these are to apply as 
if all members of the group for the time being were the 
same person, so that the acquisition or provision of an 
asset disposed of by one member of it is regarded as that 
company's acquisition or provision. It may also be 
noted that when section 33 of the Finance Act 1965 
requires to be applied in relation to 'roll-over' relief on 
replacement of business assets, all the trades carried on 
by members of a ‘Schedule 13’ group are to be treated 
as a single trade except as regards inter-group transfers. 

The essential feature of ‘roll-over’ relief is the de- 
duction of the gain from the new expenditure and 
paragraph 2 of Schedule 13 to the Finance Bill contains 
an amendment to take care of an oversight in the 
treatment of assets originally acquired before April 6th, 
1965. Before taking leave of Schedule 13 to the Finance 
Act 1965 (for the record, this requires a 75 per cent 
grouping) it may be observed that under section 55 (6) 
effect is given to it in relation to the group structures of 
nationalized industries and public corporations, while 
its application is to be subordinated to the proposals in 
clause 33 and Schedule 14 (see paragraph 8 (5)) of the 
Finance Bill relevant to the betterment levy. 

Section 47 (2) of the Finance Act 1965 provides that 


income tax under Schedule F is to be charged in 


respect of any distribution made in each fiscal year 
ending on April sth, on an amount representing the 
gross equivalent, that is, grossed up (for a standard rate 
of 8s 3d in the pound) in. the ratio 1:0:5875 ог 121. 
This formula is not capable of modification unless the 
distribution contains a cash element from which income 
tax can be withheld. It is provided (except as regards 
preference dividends) that the gross equivalent thus 
obtained is to be the measure of the recipient's income, 
e.g. in the context of surtax. 


‘New consideration’ 


Paragraph т (2) in Part I of Schedule 11 to the 
Finance Act 1965 is concerned. with the case where, on 
transfer of assets or liabilities by a company: to its 
members, the amount or value of the benefit received 
by the member (taken according to its market value) 


by Н. 5. А. MACNAIR, Е.С.А. 


exceeds the amount of any new consideration in return, 
market value being the measure of any non-monetary 
consideration. 

‘New consideration’ means consideration not pro- 
vided directly or indirectly out of the assets of the 
company, a condition fulfilled if the cost does not fall 
on the company. In particular the retention of amounts 
by a company by way of capitalizing a distribution does 
not rank as ‘new consideration’ except in the case where 
it is derived from a share premium previously pro- 
vided in ‘new consideration’ and not otherwise utilized. 
The excess thus ascertained ranks as a distribution 
except in the context of certain groups of companies. 
Paragraph 3 (2) of Schedule 11 to the Finance Bill 
relates to ‘Schedule 12’ groups with the ‘direct owner’ 
extension. It is proposed with retrospective effect to 
April 1965 that for transfers between members the . 
treatment of a benefit as a distribution is to be super- 
seded by its treatment as a capital distribution (see 
paragraph 3 of the Seventh Schedule to the Finance 
Act 1965), if it or a part of it would as so treated con- 
stitute also the net amount of a ‘relevant distribution’ 
as defined for the purposes of dividend-stripping in 
section 65 (1) of the Finance Act 1965 (for. an explana- · 
tion see pages 268 and 271 of The Accountant, March 
4th, 1967) and if it would otherwise have ranked after 
April 5th, 1966, as a distribution. 


Close companies 


The position of close companies requires special 
consideration. In general the transfer of an asset to any 
person otherwise than by way of a bargain made at 
arm’s length and for a consideration less valuable than 
the open market value of the asset brings in its train a 
detriment to the ultimate beneficial holders reminiscent. 
of the old surtax apportionment rules. The ‘discount’ 
obtained by the transferee is attributed pro rata to 
such holders (any necessary sub-apportionments being 
effected for this purpose) and, although no benefit 
from the operation may in fact accrue to them thereby, 
the expenditure otherwise deductible from subsequent 
proceeds of disposal under paragraph 4 (1) (а) of 
Schedule 6 to the Finance Act 1965 for chargeable 
gains purposes is to be restricted by the amount of 
the ‘discount’ thus apportioned. However, inter-group 
transfers are to escape the impact of this burden under, 
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а retrospective proposal in paragraph 5 of Schedule 13 
in the Finance Bill. 

Another interpretive ruling proposed (paragraph 6) 
concerns the part disposal rules (paragraph 7 of the 
Sixth Schedule, Finance Act 1965). These and all other 
provisions for apportioning, on a part disposal, 
expenditure which is deductible in computing a gain 
are to be operated in priority to any enactment making 
an adjustment ta secure a ‘neutral’ result (no gain, no 
loss) on a disposal, with particular mention of transfers 
within groups of companies (paragraph 2 (1) of 
Schedule 13, Finance Act 1965) and replacement of 
business assets (section 33, Finance Act 1965). 

The rules for determining the scope of a distribution 
include an extension of the ‘benefit’ rules for senior 
employees and directors in Chapter II of Part VI, 
Income Тах Act 1952, to certain cases where the rules 
do not already bite. Paragraph 9 (2) of the Eleventh 
Schedule to the 1965 Act lays down that where a close 


company incurs expense in or in connection with the' 


provision for a participator of living or other accom- 
modation, of entertainment, of domestic or other 
services or of other benefits or facilities of whatever 
nature the company is to be treated as making a dis- 
tribution to him of an amount equal to so much of that 
expense as is not made good to the company by the 
participator. However, where the prospective dis- 
tribution arises in the context of an inter-group 
transfer such as is discussed above the rule is to bite to 
the same extent only, that is, with the substitution of a 
capital distribution constituting the net amount of a 
‘relevant distribution’ (sub-paragraphs (3) and (4) of 
paragraph 3 of Schedule 11 to the Finance Bill). 


Group loss relief 


Of major interest are the proposals for revision of group 
loss arrangements as set out in Schedule ro and clause 
20 of the Finance Bill, which proposes the termination 
of subvention payments. The latter will cease to have 
effect in respect cf the deficit of any accounting period 
ending after the passing of the Bill. Thereafter the new 
rules apply to the modified 'Schedule 13' class of 
groups as referred to above, that is, where there is 
common control through approved media to the extent 
of 75 per cent or over or where there is a consortium. 
While.the new rules bear a superficial similarity to those 
familiar in relation to subvention payments there are 
. important modifications. 

Subject to the arrangemerts where companies join 
or leave a group or consortium, it is a qualifying con- 
dition that the transferor (‘the surrendering company’) 
and transferee (‘the claimant company’) should both be 
members of the same group throughout the whole of 
the transferor’s accounting period to which the claim 
relates and throughout the whole of any accounting 
period of the transferee which falls wholly or partly 
within that accounting period. Synchronization of 
periods which do not coincide is achieved by reducing 
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(where necessary).the ‘quota’ of losses of the transferor 
company and the ‘total profits’ of the transferee 
company, in proportion to the period of overlap, in 
accordance with the algebraic formulae elaborated in 
paragraph 6 (1) of Schedule то. 

Thus, denoting the length of the transferor’s quota 
period as B, that of the transferee’s corresponding 
periods overlapping it as C (1), C (2) and so on, the 
periods of overlap being denoted A (т), A (2) and so 
on, then the total profits will be reduced in the ratio 
A (1):С (1) for the first overlapping period, in the ratio 
A (2):C (2) for the second overlapping period, etc. If 
the transferor makes up accounts to the end of Septem- 
ber in each year and the transferee uses calendar years, 
the ratios would be three-twelfths of the 1967 total 
profits and nine-twelfths of the 1968 total profits, to be 
matched with corresponding proportions of the trans- 
feror’s ‘quota’ for the year ended September 30th,1968, 
these being derived from the formula А (x) :B as regards 
matching with the first overlapping period, A (2):B as 
regards the second overlapping period and so on. 

An important point to note is that no actual payment 
need be made by transferee to transferor (as used to 
be the case for subvention payments). The transferee 
must submit its claim, which need not be for the full 
amount available, within two years from the end of the 
accounting period of the transferor and the latter will be 
required to notify its acquiescence to the Inspector 
(a consortium claim requires the consent of all its 
members). There is a general prohibition of duplication 
of relief. 

No account is to be taken of group relief in the com- 
putations required for relief under section 84 (overseas 
trading income) in the circumstances indicated in 
paragraph 12 of Schedule то to the Finance Bill or for 
the three-year surplus (as indicated in paragraph 1x). 


Measurement of relief 


ТЕ is perhaps advisable to discard one's existing 
notions as to the measurement of surplus or deficit for 
subvention payment purposes. Instead attention should 
be concentrated on the total profits (as defined in 
section 53 (3), Finance Act 1965) of the transferee 
company, the selected adjustments thereto required to 
establish the limits of relief and the selective ingredi- 
ents in the transferor's quota of losses. It may be 
helpful to recall that 'total profits' include chargeable 
gains (section 55 (x), and income arising under 
Schedules C or E, the annual value of woodlands 
measured in accordance with section 54 (5) and the 
results (if not negative) arrived at under the rules of 
Cases I to VIII of Schedule D (section 53 (3)). In the 
latter context it is useful to remember that annual pay- 
ments and similar items of income associated with the 
rules for deduction of income tax at source are in- 
cluded in Case ПІ (section 123, Income Тах Act 1952). 

The selective ingredients in the transferor's quota 
of losses are fourfold. The first is the loss resulting from 
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the Case I computation for its trade together, it seems, 
with a loss in a vocation, by virtue of section 89 (2) (7), 
although no such recognition appears to be accorded to 
a loss in a profession under Case II, assuming that a 
body corporate is capable of exercising a profession. 
However, a loss is not admissible if it is incurred in a 
trade not satisfying the requirements of commercial 
success or if it follows on the persistent losses pilloried 
under the new proposals (clause 22 of the Bill) directed 
against unprofitable farming or market gardening. 
Other losses excluded are those arising from trades 
dealt with under Case V, while losses from operations 
assessable under Cases VI or VIII may only serve to 
reduce the amount of income under those cases in- 
cludible in total profits, as is also the case with capital 
losses. 


Capital allowances ‘primarily available’ 


The second possible ingredient comprises those capital 
allowances ‘primarily available’ against a specified class 
of income but in excess of the transferee’s income of the 
relevant class in the accounting period, with particular 
reference to industrial buildings and structures, despite 
temporary disuse (see clause 21 (4) (а) of the ВШ), 
where the transferor’s interest is subject to a lease 
generating income taxed under Case VIII of Schedule 
D; to machinery or plant let upon such terms that the 
burden of the wear and tear thereof falls directly upon 
the transferor (as lessor) in which circumstances it 
remains to be seen whether the restrictive decision of 
the Court of Appeal in Macsaga Investments Co Ltd v. 
Lupton (The Accountant, May 20th, 1967, page 682) will 
be challenged in the House of Lords; and to agri- 
cultural or forestry buildings, structures or works. 
There is an extension also to agricultural revenue 
outgoings unrelieved under Case VIII but accorded 
privileged treatment by section 313 of the Income Tax 
Act 1952. 

The third category is that of expenses of management 
of an investment company (but not a company carrying 
on life assurance business), exclusive of charges on 
income added by section 57 (2) and only in so far as in 
excess of the transferor's current profits. Fourthly, 
charges on the transferor's income paid in the account- 
ing period in excess of current profits (income and 
chargeable gains, reckoned before deduction of losses 
or allowances of any other period or of charges treated 
as management expenses by section 57 (2)) are also 
available for inclusion in the transferor's 'quota' for 
group relief. 

The selective adjustments required to be made in 
arriving at the transferee's limit of relief include the 
utilization of its own trading losses (in the context of 
section 58 (2) as discussed above) and its own ‘pri- 
marily available' capital allowances as referred to above 
(familiar also in the context of section 324, Income Тах 
Act 1952). Moreover all the charges ranking under 
section 52 (2) are to be deducted, the opportunity being 
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taken to exclude 'group relief' from the priority of set- 
off rule for reliefs generally in section 52 (1). 

In the same way the peremptory terms of section 87 
(3) are overridden to prevent its retrospective set-off 
taking priority over ‘group relief’. Furthermore, 
certain ‘reliefs derived from a subsequent accounting 
period’ are specifically excluded from the deductions 
permitted from the transferee's total profits for group 
relief purposes. These are the transitional relief on 
cessation of a trade (section 87), terminal loss relief 
(section 59), trading loss relief and ‘primarily available’ 
capital allowances, all of which normally enjoy retro- 
spective operation for corporation tax. purposes. 

It may also be noted that group relief is brought 
within the scope of the rules of section 28 of the Finance 
Act 1960 both in the context of subsection 2 (a) relating 
to the character of avoidance operations and subsection 
2 (Б) relating to the modes of securing an advantage. 


Stamp duty privileges 


Another contribution by the Finance Bill to the 
strengthening of group relationships is in the field of 
stamp duties. А privilege of exemption from duty on 
instruments of which the effect was to convey or trans- 
fer a beneficial interest in property inside до per cent 
groups was introduced by section 42 of the Finance 
Act 1930 and, as noted above, was originally restricted 
to companies with limited liability where there was a 
direct relationship between principal (the owner) and 
subsidiary (the owned) or with an immediate common 
principal. Clause 27 of the Bill widens this field so as to 
embrace more distant subsidiaries in accordance with 
the 1938 rules referred to above. There is a conse- 
quential amendment of section 50 of the Finance Act 
1938 which was designed to limit the scope of the 
relief to group domestic arrangements. 

However, in Shop © Store Developments Ltd v. 
С.І.К. ([1966] T.R. 357) fresh possibilities of avoid- 
ance came to the fore and it seems that it is against them 
that sub-clause 27 (3) of the Bill is directed. 

Again, group relationships feature in the new pro- 
posals for enhancement of the scale of stamp duty on 
loan capital from 0:125 per cent to o'5oo per cent. 
Moreover, section 8 of the Finance Act 1899 is to be 
widened to include mortgage and unsecured loan 
capital, while the exemption for unquoted stock granted 
by section 29 of the Finance Act 1934 is to be done 
away with except as regards stock to be repaid within 
five years of the daté of issue (without extension) or 
repayable оп demand or after notice not exceeding 
twelve months by the person for the time being entitled 
to repayment. It would seem that the latter exceptions 
preserve the position of bank overdrafts secured by a 
debenture (see Sergeant on Stamp Duties, fourth 
edition, page 213). 


(Concluded.) 
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and the Art of Borrowing – | 


with particular reference to the smaller company 


by A. G. MARTIN, F.C.A. 


Economic objectives 


F it can be accepted that the chief purpose of economic 

activity is the promotion of the greatest growth of wealth 
from limited resources, then financial planning — in the 
sense later described — may well be accorded first place 
among the several arts of management. 


2. 'This definition of purpose would have been un- 
questioned by the majority сі those engaged in either 
business or economic thought throughout the Victorian 
era, and it is tempting to associate the proliferation of 
alternative purposes with the decay in this country's 
economic performance over the last half-century when 
compared with other advanced economies. 


3. It is no part of this paper to comment on the virtues of 
such alternative purposes, but 28 an apology for its presen- 
tation it is suggested that a fuller appreciation of methods 
of financial planning might perhaps have raised the quality 
of investment undertaken during these years throughout 
the economy. 


4. As industry, and to a lesser extent, commerce, become 
increasingly capital intensive, the consequences of a faulty 
initial investment decision become more likely to be ir- 
reversible. At the same time, the greater use of specialized 
installations reduces the possibility of finding alternative 
employment for them if a project should fail. Here, then, 
are two reasons for directing greater attention to careful 
planning. 


5. In this paper, ‘financial plenning’ is taken to mean the 
administrative processes which. should occur prior to a 
decision to embark on ё capital project. It excludes the 
systems of control which must be created to ensure that the 
project 1s implemented in the way which was planned, and 
also the machinery needed to modify the plan in the light 
of experience and changing conditions. Both these 
functions are of importance, but neither can have the 
significance. of the initial decision-making process. 


6. Nevertheless, planning includes the setting of 
objectives, the forecasting of conditions which.are expected 
to exist while the plan is coming to fruition, and the deter- 
mining of actions necessary to reach the objectives, and all 
these are part of overall financial planning. 


7. Although in a total sense economic resources must 
always be limited, those available to the individual com- 
pany can be augmented in several ways, and part of this 
paper is devoted first to describing the principles involved 
in selecting the zppropriate Xind of external financial 
support and then to offering a brief outline of some sources 





of finance which betrays all too clearly the writer's special 
interest, 


Operating budgets . 


8. The use of budgetary control to influence operating 
decisions and to assess their consequences is common- 
place and usually not too difficult to arrange. It depends 
essentially upon the setting up of a series of standards for 
both credit and debit items in a revenue statement, and 
then relating actual performance to the hypothetical 
figures of the budget. By concentrating the attention of 
management on significant variations from the budget, 
identified by a routine clerical function, managerial effort 
can be directed quickly and conveniently to those areas of 
administration where the broad plan is in danger of going 
awry. Е ; . 

9. For an existing business the setting of targets will 
seldom be a matter. of abstract calculation. The detailed 
results of previous periods will normally form a base upon 
which a budget for a future period will be built-up, some- 
times referred to as a ‘naive model’. This can then be 
adjusted for known or expected variations from the earlier 
period, coupled with an overriding adjustment for the 
desired rate of change. This will usually imply an increased 
level of activity and profit, while the extent of the change 
will be determined by a compromise between the desirable 
and the possible. : | 


1o. The detailed preparation of an operating budget is set 
out, ‘with great clarity, in Mr Bishop’s guide, published in 
June 1966, initiating the Institute’s series of books on 
Management Information and no purpose would-be served 
in reproducing the burden of that publication here. : 


Mr A. G. Martin, F.C.A, the 
author of this paper presented 
on Monday at the Oxford 
Summer Course of The Institute 
of Chartered Accountants in 
England and Wales, is Northern 
Area Manager of the Industrial 
and Commercial Finance Cor- 
poration Ltd. He was admitted tó 
membership of the“ Institute: in 
1947. DES Е 
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Capital budgets 


11. The development of a capital planning budget — much as 
an operating budget — consists firstly in determining the 
extent of the capital fund available to the company, and its 
cost, and secondly in selecting the activities to which this 
fund can be devoted, after forecasting the likely profitability 
of each project. 


12. On a given equity base, each successive tranche of 
borrowing will tend to call for a higher rate of interest, so 
that increasing the available resources will lead to rising 
marginal costs of capital. On the other hand, increasing 
the spread of activities, selecting first always the more 
highly profitable, will lead to falling marginal profitability. 
Before these two rates — cost and return — meet, a halt must 
be called to expansion. 


The capital fund 


їз. The extent of the capital fund available to а company 
might appear to be relatively simple to determine. In fact, 
as capital markets become fully developed and able to 
draw upon investors with differing needs as to income, 
capital and security, the determination of optimum size 
becomes increasingly complex. 


14. The movements and application of a company’s 
capital fund, so far as this lies within the directors’ dis- 
cretion, comprise: 

(4) the raising of additional equity capital; 

(1) the raising of other classes of share capital; 

(iii) the raising of loans or their repayment; 

(iv) the retention or distribution of profits; and 

(v) the allocation of the fund to projects. 


15. Each of these ways in which the capital fund of a 
company can be varied depends upon decisions by the 
directors, and it may be useful to consider the broad 
objective which should be in their minds when arriving at 


these decisions. 


Objectives in financial planning 
16. It is the argument of this paper that the principal objective 
of the directors when deciding on the size and movement of the 
capital fund should always be to maximize the present value 
of the equity to the current owners. | 

17. In seeking this principal objective, however, the 
directors cannot lose sight of such subsidiary considerations 
as the protection of creditors, the well-being of employees 
and the satisfaction of customers. All these are important — 
even vital — but the principal objective of privately-owned 
(i.e. non-State owned) economic activity remains the long- 
term maximization of profitability and equity value. 


18. The present value of the equity in the case of a quoted 
company is easy to quantify but difficult to explain while in 
the absence of a quotation both are difficult. 


19. It can be said, however, that the value of the equity 
will represent an assessment of the present value of three 
elements: ` v 

(а) the existing profit distributions (in whatever form) 

capitalized at a rate appropriate to tbe risk involved; 

(b) expected changes in the existing profit distribution, 

which may be positive or negative; and  . 

(c) the expected capital return on either the sale of the 

investment or the liquidation of the company.. 
: While earnings are highly significant in assessing both the 
likelihood of changes in profit distributions, and the ex- 
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pected proceeds of liquidation, their direct impact on equity 
valuation must be conditioned by the ability of the equity 
holders to lay hands upon them through rising fiscal barriers. 


Capital structure and distribution policy 


20. Тће proper balance of a company's capital and loan 
structure should in theory depend largely upon the nature 
of the enterprises in which it is епраред, and the extent of 
the opportunities open to it. In practice it is more likely to 
reflect the mental attitudes of the present directors and the 
degree of success of their predecessors. 


21. То the timid, а large sum on deposit is a talisman and a 
reassurance — perhaps against feelings of personal in- 
adequacy — while to the bold, an overdraft and a mortgage 
are but stepping-stones to future greatness. 


22. No argument can bridge these antitheses, but if the 
directors’ objective is indeed to be the maximization of the 
value of the equity, then a full use of external funds should 
be made provided that these are kept within the accepted 
bounds of prudence. 


23. Within these broad generalizations, the prudent board 
will try to balance its resources against its assets. Thus, 
fixed assets not easily liquidated should be financed by 
either shareholders' funds or long-term borrowings. On the 
other hand, day-to-day facilities can safely be used to finance 
current assets which are being continually turned into cash. 


24. For any continuing company (that is to say, any 
company where liquidation is not in contemplation), the 
profit distribution policy is of fundamental importance in 
maximizing the present value of the equity to the current 
owners. On the one hand, over-distribution will restrict the 
rate of equity growth and increase dependence on borrow- 
ings to achieve a given capital fund. Recognition of this will 
tend to raise the required dividend yield as assessed by the 
provider of capital and so reduce the present value of the 


_ equity to something less than its optimum. On the other 


hand, under-distribution, although increasing the rate of 
growth in both the equity and the capital fund, will also 
reduce the attractions to a purchaser and so once again the 
present value of the equity to its current owners will b 
below the optimum. | 


25. Similarly, ап under-use of a company’s borrowing 
capacity will inhibit the rate of growth of the equity fund and 
this inhibition will be apparent to the investment analyst. 
Equally, an excessive use of borrowed money will indicate 
a degree of risk which will be a warning to a knowledge- 
able reader of the company’s accounts. In either case, a 
significant divergence from what the investor-at-large 
regards as normal for companies engaged in that class of 
business will tend to depress the value of the equity. On 
the definition. of objective set out above, therefore, such a 
divergence is to be avoided. 


26. The full use of a company's borrowing powers 
provides the well-known leverage or gearing effect which 
magnifies the consequences for the equity of variations in 
profitability. 'The advantages of borrowing are further 
increased by inflation which results in loan repayments 
becoming progressively less burdensome as the real value 
of the monetary unit dwindles. 

27. Prudence determines a limit upon borrowing, but the 
gearing of the equity can be taken further by the use of. 
preferential capital without participation in equity profits 
and growth. Ба ; КЕ 
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` 28. The choice between borrowed money and pref- 
erential capital is greatly influenced by the taxation treat- 
ment accorded to interest and dividends. So long as loan 
interest is deductible for a corporation tax which accounts 
for 40 per cent of profits, there must be a strong preference 
for loans rather than share capital. 


` 29. In the case of a close company, however, where dis- 
tributions may in any.case 5ecome obligatory and where 
dividends to the director/proprietors may have little net 
value, the use of preference shares rather than loans may 
énable the company to retain a larger proportion of its 
profits. 

30. The effect of the present corporation tax rules is 
clearly apparent in the record of new funds raised in the 
U.K. in the recent past. A separate manifestation of the 
same principle is the steady flow of schemes by public, 
non-close, companies to replace preference capital by un- 
secured or subordinated loan stock. 


: 31. Those who believe that, by and large, British in- 


dustry makes inadequate use of borrowed money will 
welcome this trend. 

32. It should be apparent that retained profit should al- 
ways be regarded as having a cost to the owners of the 
equity no less rezl than the in-erest paid on borrowings. In 
this sense, the Inland Revenue in arguing for a бо per cent 
distribution in a close company is, perhaps, after all on the 
side of the angels even if for the wrong reason. 

33. Although the definition of objective postulated at 
paragraph 16 above is most rezdily applicable to a company 
with a quotation, the principle involved is equally relevant 
to the unquoted company. What may be difficult, however, 
is the reconciliation of differing assessments of present 
value imposed by personal taxation and individual cir- 
cumstances. 


` 34. If all equity owners were subject to ве ѕате 
marginal rate of income taxation, applied equally to capital 
gains, the problem would be no more difficult than in the 
case of the quoted company. In practice, the owners of the 
equity may well include both high and nil marginal rate 
taxpayers. While the former might opt for retentions with 
the prospect of a gains tax race, the latter may well need 
dividends on which to live. 

35. Such a divergence of needs can only be reconciled — 
if at all — by an acceptance of the complications which 
follow from a split in the equity capital. This can sometimes 
be introduced in such a way as -o attach distributions to one 
part and appreciation to the other, but if floatation is ever 
to be cóntemplated provision must be made for a sub- 
sequent equitable coalescence. 


Allocation of the capital fund to projects 


36. The assessment of the likely profitability of a project is a 
team exercise in which the skills of the economist, the market 
researcher, the engineer, and the cost accountant are all 
important. 'The outcome of their work will be a forecast of 
estimated cash outflow and inflow spread over a period of 
years. When a number of such exercises in forecasting have 
been completed it becomes the function of the directors to 
select those projects which shzll be undertaken and those 
which are to be abandoned or deferred. 

37. The time is past wher any detailed argument is 
required for the use of 2 system of selection based on the 
discounting of future estimated cash flows. Suffice to say that 
there is no alternative method which can take account of the 
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variable patterns of both outgoings апа. іпсотіпоѕ and 
which will present to a board in a single figure an index of 
relative profitability. То ignore the discounting principle 
is to ignore the time value of money. 


38. The theory and practice of discounted cash-flow 
(D.C.F.) techniques have been developed extensively in 
recent years, although there is nothing particularly new in 
the principles involved. А simple example to illustrate the 
concept may serve as an encouragement to ‘read more 
extensively elsewhere, and this is shown as an appendix to 
this paper. 

39. In this example, a comparison is made by two methods 
between mutually exclusive alternative projects — one 
capitel intensive and one, by comparison, labour intensive. 
On the estimates shown it appears that in this case a labour 
intensive approach is, in one sense, more attractive as it 


[continued on page 112, column 2. 


APPENDIX 
(0 
Project selection using discounted cash-flow methods 


Ап existing engineering company is contemplating an ex- 
pansion of its capacity in a particular product. It can adopt 
one of two methods of production, either ‘A’ with a lower 
capital cost but higher and rising labour costs, or ‘B’ with a 
higher capital cost but lower and stable labour costs. Each 
method would increase production by the same amount, and 
uniform sales of £60,000 p.a. are expected in each case. 

'The factory is in a development area and an investment 
grant of 45 per cent of the cost of the plant should be received 
xj years after payment. 

In either case, the factory extension will qualify for an 
initial allowance of 15 per cent and annual allowances of 4. 
per cent, while the plant will receive annual allowances of 
25 per cent. Corporation tax is forecast at 40 per cent, payable 
18 months after the end of the accounting period. 

А comparison of the budgeted results of the two plants has 
been submitted by plant consultants and is summarized 
below: 


А? В’ 
Factory extension - cost £30,000 £40,000 
Plant — cost 
(all payable with order) £20,000 £60,000 
Delivery date Immediate | 1 year 
Wage costs £10,000 p.a.| £8,000 p.a. 
rising by Fixed 
£2,000 p.a. 
Materials, overheads (except 
depreciation) and selling 
costs £30,000 p.a. | £20,000 p.a. 


Expected life of plant in 


operation 5 years 5 years 
Scrap value of plant and 

building (receivable 1 year 

after closure) #то,ооо £11,000 





It is desired (a) to calculate the true yield after corporation 
tax on the capital which would be employed in each project 
throughout the period of the investment; (5) to calculate the 
incremental yield (if any) on the larger project, and (с) to 
calculate the net present value of each project after tax, 
assuming a cost of capital of 8 per cent net of tax. 


General note 


The projected cash inflows and outflows, net of tax, and 
the expected grants and capital allowances are all dis- 
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counted at such a rate as will bring them into equilibrium. Appendix (11) 
The precise rate is found by trial and error, using suitable Comparison of yields before and after tax 


bracketing to straddle the target, and finally by interpolation. 
Any suitable discounting table giving the present value of 
£1 in л year’s time at r per cent can be used. 

The investment grants and capital allowances can all be 
calculated individually and included in the statement, but for 
convenience a table giving their present values can be 
employed — see Appendix (v). 

Similarly, the tax outflows can be calculated and inserted in 
the cash-flow statement at appropriate dates. Alternatively, 
the present value of the outgoing tax can be taken into 
account by use of a 'net of tax factor' at the appropriate 


The following table compares: 

(a) the results of the calculation shown at Appendix (iii) for 
‘A’ and a similar calculation for “В” (not reproduced). 

(Б) a further calculation based on the excess cash flow of 
Project “В” over ‘A’ and the excess cost (“В — A’). 

(c) corresponding figures without providing for corpora- 
tion tax or crediting capital allowances, (i.e. before tax). 
(The calculations of (b) and (c) above are not re- 
produced.) 








discounting rate and for the expected interval between cash. Yields Project 

inflow and tax outflow. For corporation tax at до per cent Arc 

and an average delay of 1$ years, the net of tax factor will «д? св? B-A 

range, for example, from 0:6282 at 5 per cent to 0'6957 at 

20 per cent discount. ; | с 829 TI 49 
Expressing this last figure differently, if a taxpayer with a dear esas 10 12 4 





June year-end can use his funds to earn 20 per cent per annum, 
а delay of 1} years effectively reduces the rate of corporation = 
tax from 40 per cent to 30:4 per cent. The small difference between the gross and net of tax yields on 

А similar calculation can be made (which is not reproduced) the incremental project — (‘B — A") – reflects the relatively high 
of the incremental cash flow of “В” in excess of ‘A’. From this values of capital allowances inthe capital intensive project. 
it can be shown that the extra cost of 'B' offers a yield of 'The proffered yields must then be assessed in the light of 
12:8 per cent on this cost, net of tax. the risks involved. 


Appendix (Ш) 
Project 'A' — Calculation of true net of tax yield 










Discount at 19% Discount at 20% 





Operating costs 








Capital 
expenditure 
year | and receipts 











Discounted 
cash flow 


Discounted 
cash flow 


8 










Factor 





Sales Cash flow 


6 















































--20,000 + 16,806 -+ 16,666 
-- 18,000 +12,712 4-12,499 
ee + 9494 + 9,259 
14,000 ‚982 1752 
+ 12,000 + 5,028 + 4,822 · 
+ 10,000 -++ 10,000 + 3,521 + 3,349 





£54,543 £53:347 









6957 





“бота =£+37,738 





Apply Net of tax factor per table 



















Present Present 
Add Present values of: value value 
per table 


per table 












Investment grant on plant: 
£20,000 at 45 % = 









£+ 9,000 7703 + 6,933 |+ 77607 





Capital allowances for corporation tax 
Factory: 15 7; and 4% per annum 
£30,000 X 40% = 
Plant (net of grant) 25 % per annum 
£11,000 X 40 Y= 















+12,00¢ + 3,644 










+ 2,292 









+ 44406 
+49,706 


— 50,000 


£— 









Less: Cost — 50,000 














Difference 


Solution: Discounting at 19% is inadequate to reduce the cash flow to nil. 
Discounting at 20 % is excessive. By interpolation, the true yield is 19:67 % 








A similar calculation will show that the true yield on Project “В” із 15-45% 
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Appendix (IV) 


Calculation of the Net Present Value after Tax of 
Project ‘A’ 







Cash flow 

-End of | IN as at 
Year | page (iii) 

Col. 6 


Factor 


Column 1| Column 2 | Column 3 | Column 4 


518,518 



















1 20,000 09255 
2 18,000 0°8573 
3 16,000 0°7938 
4 14,000 07350 
5 12,000 06808 
6 А 0:6302 
7 


Present value of cash trading 
inflow before tax 


Apply: 

Net-of-tax factor for cor- 
poration tax at 40 per 
cent, with 14 years’ delay, 
per table, discounting at 
8 per cent x 


Present value of cash trading 
inflow after tax 


Add: Present value of: 


(i) Investment grant at 45 per 
cent on plant, delayed 
18 months and discounted 
at 8 per cent per annum, 
per table, col. X — 45 per 
cent Xo-8910 X £20,000 . 

(ii) annual allowances at 25 per 

cent on net cost of plant after 
Brant, with tax at 40 per 
cent, discounted at 8 per 
cent, per table, col. IV — 
40 per cent X 0:7290 X 55 per 
‘cent X £20,000 i 


Gii) initial (15 per cent) acid 
annual (4 per cent) allów- 
ances on cost of factory, with 
tax at 40 per Cent, discounted 
at 8 per cent, per table, col. 
I — 40 per centXo' 5210 X 
£30,000 


Total present value of grant and 
allowances 
Present value of total cash inflow 
_ after tax 
Less: Capital cost 


* 


2. Мет PRESENT VALUE AFTER 
· Тах oF PROJECT ‘A’ 


A similar calculation will show 
that the Мет PaESENT VALUE 
AFTER TAX OF PROJECT ‘B’ is 


Discount at net cost 
of capital – 


£71,409 









8% 







15,431 
12,701 
10,290 
8,167 
6,302 





06436 


8,019 


3,207 . 


6,252 
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ofers a yield on the capital employed of some 20 per сепе,, 
net of tax (Appendix (ii), while the capital intensive 
project indicates a return of only 15 per cent. 


40. By making a detailed comparison between the returns: 
from the two projects, however, the return on the ad- 
ditional cost of the capital intensive project can be cal- 
culated on the same principles, and in this example it.is 
shown to be 13 per cent net of tax. 

-41. If therefore, the company is not having to ration its 
resources, and if 13 per cent net of tax is considered an 
acceptable yield, having regard to the degree of risk in-: 
vo.ved, it may well decide to undertake the larger, capital 
intensive project, despite the lower yield. 


42. On the other hand, in a capital rationing situation, 
where other possible employments for capital offer more 
then the marginal yield of 13 per cent, the correct decision 
mizht well be to undertake the smaller, high yield, alter- 
native and commit the resources so saved to other projects 
offering a higher return. 


23. This example emphasizes that although discounting 
techniques are essential tools of management, they do not 
replace the need for individual judgement and the con- 
sidzration of all the surrounding circumstances. 


24. As an alternative to the D.C.F. method touched on 
above, it is sometimes preferred to compute the net present 
value (N.P.V.) of a projected cash flow, based on an assumed 
cost of the capital to be employed. (See Appendix (iv).) 


25. This cost of capital may be the cost of marginal. 
borrowing (if non-equity money is to be used) or it may be 
an assumed opportunity — cost of alternative employment 
for the equity capital if returned to the equity owners. This: 
will need to take into account the fiscal penalties of such a: 
return. | 

46. Appendix (iv) shows the application of the N.P.V. 
method to the same example, again taking tax and allow 
ances into account. 

47. These calculations show that provided there are’ 
capital resources available at a net cost after tax of 8 рег. 
cent, then either project is acceptable but that Project ‘B’. 
- the capital intensive plan — will result in a larger increment. 
in value. 

48. For a selection from alternatives, D.C.F. will nor-: 
ma_ly be preferable in use to N.P.V., but in certain problems: 
N.P.V. has advantages. These may arise in a comparison: 
of several ways of undertaking a single project. N.P.V.: 
та also be of use in valuing a company for acquisition. 
The two methods should be regarded as complementary. 

49. The writer is indebted to Professor A. J. Merrett of: 
the London Graduate School of Business Studies for per-, 
mission to reproduce the table giving present values of 


‘investment grants and capital allowances (Appendix (v)).' 


The use of this table greatly simplifies the calculation of 
net-after-tax yields. 


55. Having selected those projects which can be justified’ 
on the ground of expected profitability and after planning а” 
suitable capital and loan structure, the company and its 
advisers must then seek the most appropriate sources from 


. which to raise that part of the capital required which cannot 


be found internally. Accordingly, the remainder of this 
papsr is devoted to a catalogue of media through which, or 


г. Кога which, а company of small to medium size can hope to 
find the backing | it [eeu for a capital development 
'-prográmme. : 


(То be concluded.) 
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Dual-rate D.C.F. – а New Sophistication 


OW does a company go about borrowing money for a 

capital investment project? One way is to issue deben- 
ture stock. The market rate for debentures is now around 
75 per cent, which means that the after-tax cost to a profit- 
earning companv is around 43 per cent. 

Alternatively, an approach to the bank manager can be 
made. These days this could be fruitful. Long before the 
ceiling on advances by the London clearing banks and 
Scottish banks of 105 per cent of their March 1965 figure 
was removed by the Chancellor in his 1967 Budget, the 
banks had plenty of room to manceuvre within this limit. 


The precise rate at which any loan will be made will vary. 


with the credit rating and financial stability of the borrower. 
With Bank rate at 54 per cent, the borrowing rate is likely 
to be 64 to 7 per cent — possibly even 7$ per cent on new 
loans. This gives an after-tax cost of around 4 to 44 per cent. 

'There is, however, a substantial difference between these 
two methods of borrowing. 'T'he cost of a debenture issue in 


Two approaches 


'There are two standard approaches to the problem of 
analysing a capital investment proposal today. Both take 
account of the one essential factor — the time element in the 
cash flows. In the net present value (N.P.V.) method, an 
agreed discount rate is applied to the future cash flows. 
If the present value of all these cash flows is greater than 
the investment amount, then the invéstment is worth while: 
In the strict discounted cash-flow (D.C.F.) (internal rate 
of return) method, that discount rate which equates all 
.present cash flows to the investment amount is determined. 
Provided the rate is satisfactory, the project will get the 
green light. Naturally there are a number of other factors to 
be taken into account such as risk, uncertainty, availability 
of other resources and specifically availability of cash. 
It is not good business sense to go ahead with a project 
which will bring in an estimated x per cent after tax (how- 
ever satisfactory that may be in itself), if this means that no 
cash will then Бе available for a proposal coming up 
later which might give х--5 per cent. . 

Both these methods ~ and particularly the present value 
method—can, under certain circumstances, be con- 
ceptually unsatisfactory. Both assume that the same 
interest rate will be applied throughout the period; but this 
may not be the case for two reasons. The first we have 
already seen — the possible change in the paying rate due to 
Bank rate fluctuations if the investment money is borrowed 
from the joint stock banks. The second is not. quite so 
obvious. Some. projects will have surplus funds arising 


temporarily during the course of the project. Is it likely that 
the ‘earning rate’ on such funds will be the same as the 
‘paying rate’ on the investment amount? Presumably not. 
Generally, bank deposit rates are 2 per cent below Bank 
rate; the rate which surplus money in the bank will earn at 
the moment is therefore only 34 per cent. Since this is a 
before-tax rate, the gap between the ‘earning rate’ and the 


‘paying rate" is certain to be pretty substantial. 


Surplus cash flows will not arise in every project. In 
theory, they will only occur during temporary periods or 
when a sinking fund is being built up to meet later sub- 
stantial negative cash flows. Some projects will have a small 
terminal negative cash flow for tax reasons, such as a 
balancing charge after the sale of the assets. 

But the way that money is borrowed can be of much 
greater importance. Consider a project which brings in cash 
flows of {500 a year at the end of each of three years. 
Taking a ro per cent interest rate and ignoring tax, the 
calculation will be: А 





TON : Discount factor 
Year Sum at IO per cent Present value 
& © £ 
І 500 0:909 4545 
"SN M ЖИР . 500 0826 4130 
3 500 ©'751ї 375'5 
Total present value .. Бі 2439 


If the capital investment is exactly £1,243, the project 
will just be worth while. If this sum is borrowed on a 
reducing overdraft basis from a joint stock bank, we can 
see how this works out. (This example, in fact, shows the 
justification of the traditional D.C.F. analysis.) 


Case т. Money borrowed by way of overdraft from the bank 
Year о & & 








- Borrowed for project 1,243 
Year I | 
‚ Received from project 500 
Paid bank interest on £1,243 124 
376 
Balance at bank 867 
. Year 2. : 
Received from project 5 са .. 500 
Paid bank interest on £867 .. с " 87 
— 413 
454. 
Year3 — 
Received from project . a .. 500 
Paid bank interest on £454 .. а? аа 45 
Ми и — #455 


(The difference of £1 between £454 and £455 is due to 
rounding.) 


If we next assume that the money is borrowed by means 
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aste! Sheer, downright 
waste. Of plant, rent, 
rates — the lot!” Bob Sharples 
threw down his cigarette end in 
disgust on the workshop floor 
and ground it out under his heel. < 
His brother, Joe, nodded grimly. | 
* Ata time when the country's 
crying out for productivity and 
all the rest of it,” he said. “And 
all because people take so long 
to pay... and we're so short of 
capital. Oh, well. Better get a bite 
to eat, I suppose. Coming, Bob ?” 
The two brothers, joint directors 
of a small but efficient firm producing 
special parts for the machine tool industry, went out to their 
lunch at the local deep in thought. 


* * * 


At the Swan that day they ran into an old school-friend,: 


Frank Grimes, now a successful accountant, Over a beer and 
a sandwich they talked. They told him -about the under- 


utilisation of their workshop. How they had no difficulty in : 


getting orders — but quite a bit of bother in getting their 
money. And how they had had to make a rule:— 
"Payment in 7 days or we can't take the order.” 


“That must cramp your operation а lot," said Frank. . 


"It's not the way to do it these days. Why don't you look 
into Credit Factoring ?” 


* 2 Ж * 


So that was where and how Shield Factors came into 
the story. Shield now look after their customers’ credit 
requirements and the Sharples brothers have been able to 
concentrate on production and sales. 

The result is that not only is their workshop fully 






SHIEL 


employed but they are about to 
extend, as well. With Shield they 
have an assured cash in-flow each 
month, the amount depending 
only on their sales and deliveries. 
And, like all Shield clients, they 
need never have another bad 
debt; they are saved the cost and 
bother of ledger keeping, debt 
collection and account rendering; 
they have access to additional finance when 
they need it. If you ask the Sharples they'll tell 
you it was a great day for them when they got 
in touch with Shield Factors. But don’t just 
ask the Sharples. Ask Shield direct. They'll give 





you all the answers to all your questions. And quickly, too. 


* ж х 


* Details of Shield service are given in 
this booklet: “Credit Factoring”, a 
copy of which is waiting for you. 
Write ог "phone (asking for Mr. F. К. 
Salinger or for Mr. E. S. Davis) and 
WWW it wil be sent to you by return. 


.D FACTORS LTD 


formed by N. M. ROTHSCHILD & SONS, ANGLO-AFRICAN SHIPPING CO. 

(5.А.) LTD., C. T. BOWRING & CO. LTD., EAGLE STAR INSURANCE CO. 

LTD., INDUSTRIAL & COMMERCIAL FINANCE CORPORATION LTD., 
KLEINWORT BENSON LTD. 











Plantation House, Mincing Lane, London, E.C.3. 
Telephone: 01-623 9236 
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` Relax in it 





Start orin it 









are part of a great society. 


The Sun Life Assurance Society. А great society of policy holding 

people who take the trouble to get the best out of life. You have every 
reason to recommend it. Here is one—less red tape. Suppose a client 
wants to take out an ordinary life policy. Only exceptionally will he even 
have to see a doctor. That shows our policy towards al? policies. 

Enjoy life n it . Group Life Assurance, Pension Schemes, Estate duty provision, Life 





Oams С> 





Annuities—big deals, little deals, all deals. We're a great modern 
society—fully computerised, ready for everything. But no high pressure 
selling! With over a hundred and fifty years’ experience and some 

of the most competitive insurance terms available today, we don't need 
that! You ean recommend us, knowing that you and your client 

will receive fast and friendly service. 


life assurance 
society limited | 


... theonly Society under the Sun 








107 Cheapside, London, Е.С.2. Telephone; MONarch 7788 
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of a debenture issue at то per cent repayable at the end of 
the three years, there will be surplus cash available during 
the intervening years. Assume this can earn 4 per cent. 


Case 2. Money borrowed by way of debentures 








Surplus 
cash 
Year 0 £ £ 
Debenture £1,243 issued and money used for 
project. 
Year І 
Received from project 500 
Paid debenture interest 124 
376 
376 
Year 2 
Received from project 500 
Paid debenture interest 124 
—— 376 
Add Interest on £376 for one year at 4 
per cent 15 
Carried forward 767 


Agricultural 


HE Agriculture Act, 1967, came into force on Monday, 

May 15th, and it has been possible to lodge applications 
for agricultural investment grants with Divisional Offices 
of the Ministry of Agriculture since that date. 

In the:case of grants for new tractors and self-propelled 
harvesters, there is a time limit of three months for the 
initial grant application. Thus, for machines bought between 
January 17th, 1966, and May 1518, 1967, application for 
grant must be made by August 15th, 1967; for machines 
bought after May 15th, 1967, application for grant must be 
made within three months of the date of payment for the 
machine. 

Representations made by the accountancy bodies and 
the National Farmers’ Union for easement of the time limit 
were unsuccessful. In fact the time limit is not an unalter- 
able rule, but it may be assumed that any farmer making a 
A application would have to show good reason for his 

elay. 


Responsibility for applications 


It has, of course, been normal hitherto for farmers’ 
claims for investment allowances to be dealt with annually 
by their accountants. In the case of the tractor and harvester 
grants, it is the Ministry’s hope that the responsibility of 
preparing the applications can now be passed to the trade. 
Supplies of application forms (TIG 2 and 3) have been sent 
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Brought forward 767 
. Year 3 

Received from new project 500 

Paid debenture interest 124 > 
5 37 
Add Interest оп £767 for one уе аї 4 

per cent. 3t 
I,174 
Less Repayment of debenture 1,243 
Difference .. £69 


—— 


The fact that the ‘earning rate’ (4 per cent) is not as great 
as the ‘paying rate’ (то per cent) means now that invest- 
ment amount is not repaid over the three years. 

There can be little doubt that dual-rate analysis is more 
realistic than single rate. Inevitably funds will be available 
in practice for short periods and it is certain that they will 
not earn as much as the long-term rate that has to be paid 
for borrowed capital. 
` Dual-rate calculations can be made using the present 
value method (when both rates must be nominated) or the 
D.C.F. method (when one rate ~ usually the earning rate — 
is nominated and the paying rate is then found). 

À simple computer program is already available for dual- 
rate analysis of capital investment projects — PROP (profit 
rating of projects) from I-C-T. 


Investment Grants 


to machinery dealers, and it is hoped that in future when a 
farmer buys a new machine the dealer will, as part of the 
transaction, complete Part ‘A’ of the form giving details of 
the machine and certifying the net price paid. The farmer 
would then have to complete the remainder of the form and 
send it to the Ministry of Agriculture within three months, 
and there would be no need in these circumstances for him 
to submit a receipted invoice or paid cheque. 


Labour costs 


There is no time limit at present for applications for 
investment grants on specified fixed equipment. It is antici- 
pated that farmers may at first have some difficulty in pro- 
viding full retrospective details of such matters as labour 
costs, which may be required for claiming this grant, but it 
is understood that the Ministry are generally prepared to 
be as helpful as possible, particularly in view of the small- 
ness of the grant in many cases. 

The grants are explained in official publications available 
from Divisional Offices of the Ministry of Agriculture. A 
revised booklet FIG x Grants for Fixed Equipment replaces 
the booklet FIG 1 first issued in October 1966. The claim 
form for grants on fixed equipment is FIG 2. А combined 
leaflet and application form for tractor and harvester 
grants (ТІС 2 and TIG 3) replaces the earlier leaflet 
TIG 1. 
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policy is to show divisional turnover and profits in block 
graphs with years along the bottom, turnover (grey shaded) 
shown on the left-hand scale and net profit (superimposed, 
brown shaded) on the right-hand scale. 

Since the turnover scale in the optical division graph is 
in units of £250,000 and profit in units of £50,000, the 
exact turnover and profit in real figures can only be esti- 
mated but it looks as though this division has had to push 
its turnover from £870,000 to some £1,900,000 in ten 
years to achieve a rise in profit from £260,000 to some 
£300,000, which is hardly a dramatic earnings rise. 


1965 
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Adjusted sales and profits 


In the printing division graph there has to be a re-orienta- 
tion of the view, turnover being shown in £25,000 units and 
profit in {10,000s. The record suggests that turnover, in 
ten years, has risen from £265,000 to just over £350,000 but 
that profit has sunk from {£60,000 to £20,000. 

The leather divisicn’s results are shown on a five-year 
basis with turnover in £500,000 units and profits in 
£50,000s. In this case, turnover appears to have risen from 
£2,300,000 to £2,800,000, with profit falling from {100,000 
to £25,000. Each graph takes up a full page. Full, detailed 
figures more readily readable could be provided in a quarter 
of the space. 

Group sales are stated in the directors’ report at 
£5,108,000 but the divisional turnover graphs totalling 
an approximate £5,050,000 state turnover after excluding 
inter-group company sales, Pre-tax profits at £322,000 
compare with a ‘graph’ total of £345,000 where figures 
‘are adjusted for certain inter-group company items of a 
non-trading nature’. 

+ would be far more rewarding to dispense with the 
graphs and provide plain figures reconciling profits with 
those stated elsewhere in the report. 
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321,825 
133,567 
188,258 


187,768 


79,568 
13,188 
7,484 
985 

111 
132,160 


я Company (carried 


374%) 


Profits Tax 
Income Tax 


£4,300) received from other companies 


Auditors’ Remuneration 


As Executives, after deducting £3,831 (1965 
Interest; 


United Kingdom—Corporation Tax at 40% (1965 


Debenture and Loan Stocks 
Bank and Short Term Loans 


Overseas 


Depreciation of Fixed Assets (Notes 6 and 11) 


Directors’ Remuneration: 
On the profits of the year: 


consolidated profit and loss account for year ended 3156 December 1966 
forward) 


AUGUSTINE INVESTMENTS LIMITED and its subsi 
Trading Profit 

Profit before Taxation 

Profit after Taxation 

Proportion attributable to Minority Shareholders 

Net Profit attributable to Holdin 


Deduct: 
Taxation: 
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Оп the back cover 


N the case of another holding company group, F. Francis 

& Sons (Holdings), the only breakdown of profits by 
divisions is provided on the inside of the back cover of the 
report. There it is shown that the engineering division 
accounted for 48-09 per cent of group trading profits; the 
packaging division for 37-96 per cent, and the agricultural 
division for 13:95 per cent. Group trading profits were ° 
£785,407. : . d 

Shareholders are left to do the necessary arithmetic to ч 
find out the exact divisional trading profit figures. This 
percentage breakdown of profits by divisions, which is 
included in a list of divisional companies and their products, 
is the only extra-statutory information supplied in the 
Е. Francis report apart from the statement by the chairman 
in his review that ‘sales increased by more than £250,000 
to more than £8,600,000. 

The chairman — The Rt Hon. J. К. Bevins, a former 
Conservative М.Р. — succeeded the late Mr Frank Fox last 
April. Mr Bevins may be expected to provide accounts in a 
year’s time more in line with modern procedure (or the 
new Companies Act?). Meanwhile he makes the remarkable 
observation that ‘For the first time in the history of the 
group we are working towards a system of forward plan- 
ning’, the plan being ‘aimed at substantial annual increases 
in sales between now-and 1970’. 


ч 
~ 
~“ 
N 
~ 
n 
= 


1965 





50,076 
61,279 
556,187 
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54% Redeemable Debenture Stock 1974, 


7% Unsecured Loan Stock 1966, 
6% Unsecured Loan Stock 1972 


More information – next year 


NOTHER political name is associated with. Shipping 
Industrial Holdings Ltd, whose accounts have been 
issued recently. The name is The Rt Hon. Reginald 
Maudling, P.C., M.P., former Chancellor of the Exchequer, 
who is chairman of this group which is currently operated 
in four divisions — shipbroking, shipowning, insurance and 
forwarding and through transport. 
The accounts for 1966 cover a transitional year following 
a major reorganization, indicated by the change of the 
company’s name to its present title from the former one 
of Shipping & Industrial Trust Ltd. Expansion under the 
four main headings given above is being built on the foun- 
dation of H. Clarkson & Co whose traditional business was 


74% Debenture Stock 1987, 


Subsidiary Companies 


Holding Company 
Interest of Minority Shareholders in Subsidiary Companies 


Capital Employed 

Share Capital of Augustine Investments Limited 

Capital Reserve (Note 3) 

Surplus arising on Consolidation (after writing-off goodwill 
arising on acquisitions during the year) 

Profit and Loss Account—Unappropriated Balance 
Shareholders’ Funds Employed 

Investment Grants Equalisation Account 


Loan Capital 


1,623,232 
1,167,716 
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CITY NOTES 


OR a change there are some signs of realism in the 

stock-markets with a slightly wider recognition that 
equity prices should not be in a bull market in a bear 
economy. There is little doubt that the dream of a fair 
balance of payments surplus this year will remain a 
dream. 

This is not entirely because of Middle East events. 
Comment on the June trade figures pointed to weakness 
in main export markets and although the comment sug- 
gested that this weakness may be temporary there is no 
firm indication that it is. 

But realism in the the stock-market can be quickly 
countered by unrealistic events. The heavy turnover in 
steel shares following the Government broker’s buying 
operations has accentuated the movement of investment 
money out of steel shares and into other equities. 

Weight of money movement, therefore, tends to out- 
weigh mature consideration of which way the equity 
market ought to be moving. The combination of a balance 
of payments setback, poor trade figures and the delay of 
reflationary measures is hardly a bullish one. 

In some quarters it is held that the buoying up of the 
market through reinvestment of steel share money should 
provide a prime selling opportunity for those investors 
concerned with economic reality. 

* c * * * 


HE take-over market has got itself into an awful 

muddle as recent events in the Metal Industries- 
Thorn-Aberdare and Showerings-International Distillers 
affairs have shown. There is much talk of take-over rules 
being broken when in fact there are no rules to break. 
There are certain guide lines which have no force either 
in law or in Stock Exchange rules. 

The Stock Exchange has little or no power to investigate 
share dealings where no Stock Exchange rules have been 


broken, or even bent. There is nothing in the rules to 
prevent either side in a take-over battle buying shares on 
the market either at first- or second-hand. 

What is more disturbing is the fact that on one side of 
the take-over fence companies, to save face, are paying 
inflated prices in take-over operations, while, on the other 
hand, successful defenders are leaving themselves to 
honour some grotesque profit forecasts. 


* * * * 


ONDON stockbrokers, Hoare & Co, continuing their 

survey of the United Kingdom and the Common 
Market, cover in their latest review the position of European 
capital markets and movements. The main conclusion is 
that the London financial community has everything to 
gain by British membership of the European Economic 
Community. In market value terms the Stock Exchange in 
London is bigger than all Continental bourses put together 
and would certainly consolidate that position under 
Common Market conditions. 

On the capital side the London market is at present 
restricted to supplying funds to the sterling area, although 
its association with the growing international bond market 
has revealed the resilience of the City, enabling it to 
flourish in cramped conditions. 

If U.K. exchange regulations were to be modified on 
Common Market entry, the facilities of London, the 
brokers consider, ‘would be used to raise significant 
amounts of capital for European borrowers and help to 
meet the growing needs of European companies’. 

Even with recent reforms and the determination that 
exists to improve E.E.C. financial mechanisms, European 
markets are considered to 'fall far short of London and it is 
clearly in the interest of the City to see Britain enter at this 
time of relative advantage and exploit the opportunities 
afforded by membership". 


RATES AND PRICES 


Closing prices, Tuesday, July 18th, 1967 


Tax Reserve Certificates: Companies 32% (24/6/67); 2#% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 4% July 14, 1966 .. 7% 
‘Feb. 27, 1964 .. 5% Jan. 26, 1967 .. 64% 
Nov. 23, 1964 7% Мат. 16, 1967.. 6% 
June 3, 1965 6% Мау 4, 1967 .. 58% 
Treasury Bills 
Мау 12 .. £5 48 .5°41d% June 16 .. £5 ss 5'254% 
May 19 .. £5 4s 383d% June 23 £5 55 Good% 
Мау 26 .. £5 45 11°47d% June 30 £5 55 богаў 
June2 .. £s ss 5'494% ]Шу7 .. £s 68 2:944% 
Јапед .. £5 55 гота July 14 .. £5 6s 102349, 
Money Rates 
Day to day 35-51% Bank Bills 
7days  .. .. 34-54% 2 months 515-5396 
Fine Trade Bills 3 months 515-5295 
3 months 64-7% 4 months .. 535-5294 
4 months 64-74% | 6 months .. 5-539. 
6 months 62-72% 


Foreign Exchanges 
New York 2°78 & Frankfurt 11'16 
Montreal .. 3'00% Milan 173948 
Amsterdam 10:04: Oslo 19'93% 
Brussels .. 138°30 Paris 13:66 ds 
Copenhagen 19:34 d Zürich 12°05 4} 
Gilt-edged 

Consols 4% 57i Funding 6% 1993 .. go} 
Consols 23% ке 36% Savings 3% 60–70.. 895 
Conversion 34% .. 51% Savings 3% 65-75.. 76% 
Conversion 5% 1971 95% Treasury 63% 1976 984 
Conversion 54% 1974 92% Treasury 34% 77-80 75% 
Conversion 6% 1972 985 Treasury 34% 70—81 72% 
Funding 34% 99-04 564 Treasury 5% 86-89 79% 
Funding 4% 60-90 962 Treasury 54% 08-12 824 
Funding 52% 78-80 86% Treasury 2396 M 37 
Funding 54% 82-84 86% Victory 4%.. 964 
Funding 53% 87-91 878 War Loan 34% soğ 
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Brief Guide to the Land Commission Act 1967 


S seems customary with present-day legislation, the Land 
Commission :Act, consisting of 189 pages including 
schedules, is particularly complex. 

The principal objects of the Act are, first, to increase the 
present powers of the State to acquire land compulsorily 
for approved objects — such objects include the provision 
of sufficient land for housing and industrial development, 
and the land may be made available to public authorities 
or to private developers. Secondly, to assess and collect 
‘betterment levy’ on the increase in development value of 
land put to an alternative use. 

The methods by which the first objective is to be realized 
need not concern us here. Suffice it to say that the Com- 
mission may acquire land where — 

(а) planning permission has been given to a private 
individual and development envisaged has not 
been proceeded with within a reasonable time; 

(b) the land is already designated as part of a local 
development plan put forward by local planning 
authorities, or is part of any such scheme that in the 
future may be approved; and 

(c) the land is part of an area allocated for a new town or 
part of an area declared to be a clearance area. 


Normally the Commission must not make a compulsory 
purchase order unless: , 

(т) it is necessary that development be carried out at an 
early date and compulsory purchase seems the only 
alternative; 

(2) it is necessary that the land is developed as a whole 
and in the Commission's opinion the land ought to 
be so develcped; 

(3) the land is to be made available for development to 
persons who could be authorized to 'acquire it 
compulsorilv. 


Betterment levy 
The more relevant objective oz the Act from the point of 
view of the accountant must be the betterment levy. This is 
essentially a tax on any additional value attached to the land 
by the prospect of its development. The tax arises either 
on sale to a developer or on private development by the 
present owner. The more important points may be sum- 
marized as follows: 

(1) The levy is charged on the development value; not 

on increases in value in present use. 


(2) Tax is never payable on the same increment in value 
twice. 


(3) The levy is payable by the person who realizes its 
value; this will be the vendor of land or the private 
developer. 


(4) It is the responsibility of the purchaser and not the 
vendor to notify the Land Commission when land is 
sold; this will normally be done automatically through 
the purchaser's solicitor. 


(5) Where land is compulsorily acquired, levy may be 
payable and will be due when the compensation is 
paid. 

(6) Levy is payable on increases in value arising from 
change of use; what is more, the development must 
be material. 


(7) 1f the use of the land is not changed, e.g. when one 
shop is built in place of another, no charge will 
normally be payable. 


(8) Notification of intention to begin development does 
not bring liability to levy; this arises only when work 
is actually begun. 


(9) Certain types of development not being considered 
material and therefore not subject to levy are: 


(а) rebuilding, improving or altering a house, pro- 
vided floor area is not increased by more than 
то per cent or 1,000 sq. ft; 

(b) turning a house into flats; 

(c) putting buildings in a garden, e.g. a garage, 
incidental to the enjoyment of the house; 

(d) rebuilding an industrial building, provided floor 
space is not increased by more than 5,000 sq. ft; 

(e) rebuilding, improving or altering other buildings, 
provided cubic content or floor space is not 

` increased by more than ro per cent; 

(f) using one type of office, shop or industrial building 
as another type of office, shop or industrial 
building. 

(1o) Special provisions apply with reference to develop- 
ment schemes that overlap the coming into force of 
the Act. 


(11) When land is to be developed, notice must be given 
to the Land Commission within the previous twelve 
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months; generally speaking the notice must be given 
by the owner of the land. 


(12) Levy will be chargeable initially at the rate of 40 per 
cent of the development value or that part of the 
development value which has not already been charged 
to levy. 
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(13) The development value is the additional value 
accruing to the change of use. 

(14) Persons who purchased land prior to September 
23rd, 1965, may build a house on that land 
for their personal enjoyment without being liable to 
levy. 


Students’ Guide to Investment Grants 


T has been a declared policy for various Governments, 
particularly in post-war years, to encourage mechaniza- 
tion and automation in industry. The reasons for this are: 

(1) To support the capital goods industries. 

(z) By encouraging capital investment in industry to 
increase the proportion of funds ploughed back and 
thereby to both provide additional demand for capital 
goods and reduce demand for consumer goods by 
restriction of dividends. 

(3) By increasing automation to free labour – being a 
scarce resource — for alternative uses. 

(4) To increase mechanization and technical research into 
more advanced methods of production in the hope, 
sometimes forlorn, that this will improve Britain’s 
competitive position in international trade. 

(5) The belief that there is no point in a man doing a 
job when a machine can do it for him. 

. In order to attain these objects various devices have been 
tried. These have taken the form of direct grants in dis- 
tressed areas, accelerated capital allowances, initial and 
investment allowances, facilities for borrowing money at 
economic rates and, more recently, free depreciation. The 
latest step is the introduction of investment grants, coupled 
with special provisions to aid industry in development areas. 

'The main provisions of this scheme may be summarized 

as follows: 

(1) The scheme is operated by the Board of 'Trade under 
the Industrial Development Act 1966. The Act gives 
the general eligibility for grants but also gives the 
Board of Trade a wide discretion. 

(2) The grants will be 20 per cent of capital expenditure. 


(3) То be eligible for the grant the plant or machinery 
must be used for a qualifying industrial process. 


(4) These processes are concerned with: 
(a) manufacturing; 
(b) mining, quarrying and other extraction; 
(c) construction; 
(d) scientific research relating to (a), (b) or (с). 
(5) Certain assets are eligible for the grant — the qualifying 


process being irrelevant – these are computers, ships 
and hovercraft. 


(6) Definitions of manufacturing processes are somewhat 
obscure and it is best to consult the local Investment 
Grant Office. : 


(7) In development areas the grant is 40 per cent for 
machinery and plant, certain computers and mining 
works. 


(8) Only new assets are available for the grant. 


(9) Whatever the industry, grants are not paid on items 
such as: 
(a) office furniture and equipment; 
(6) canteens or welfare equipment; 
(c) aircraft; 
(d) road vehicles; 
(e) buildings. 


(10) There is a minimum expenditure of £25. 


(11) Those eligible for grants include persons, companies, 
and partnerships carrying on business in Great 
Britain. This can include foreign firms. Public 
authorities and nationalized industries are not 
eligible, though in the latter instance there are certain 
exceptions, particularly as regards computers, ships 
and hovercraft. 


(12) The relevant date is January 17th, 1966. 


(13) Recipients of the grant must report changes in owner- 
ship, use or location of assets within three years; five 
years for ships. Repayment may sometimes be 
necessary. 


(14) The grants do not apply to Northern Ireland. 


(15) With reference to tax, the grants are capital receipts, 
not revenue receipts, and therefore are not liable to 
corporation tax. Тћеу must, however, be deducted 
from the cost of the asset in calculating capital 
allowances. 


(16) Applications are made to Investment Grant Offices 
and must be accompanied by an 'accountant's certi- 
ficate' relating to the expenditure incurred. For this 
purpose ‘accountant’ means a person recognized by 
the Board of Trade as an auditor of a company. 









London offices: 
58 ST JAMES'S STREET, SW1 (HYDe Park 6040) 


INTERNATIONAL VALUERS OF REAL ESTATE 
э 16/17 KING STREET, ЕС2 (MONarch 4060) 


Also in: SCOTLAND > REPUBLIC OF IRELAND + WESTERN EUROPE + AUSTRALIA * NEW ZEALAND * NORTH AMERICA 
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PROFESSIONAL NOTICES 


Messrs ANGus, CAMPBELL & Co, 
Chartered Accountants, of 10-13 
Dominion Street, London ЕС», and 
Messrs GRUNDY, MIDDLETON & Co, 
Chartered Accountants, of 34 
Princess Street, Manchester 1, an- 
nounce that they have made arrange- 
ments for an interchange of services, 
and that in future, each firrn will be 
represented at tke offices of the other. 


Messrs Bicker, SON & DOWDEN, 
Chartered Accountants, of Bourne- 
mouth, announce the retirement, with 
effect from June 30th, 1967, of Mr 
STANLEY С. DOWDEN, Е.С.А., and the 
admission into partnership as from 
July 1st, 1967, of Mr W. М. J. Роре, 
A.C.A. The practice will be carried on 
under the same style and Mr DowpEN 
will continue to be availabie in a 
consultative capacity. 


Messrs BIRD & PARTNERS, Chartered 
Accountants, and Messrs J. EARLE 
Норсез, Wricut, Jupp & Co, Char- 
tered Accountants, announce that they 
have amalgamated their practices as 
from July 151, 1667. Messrs BIRD & 
Partners will continue to practise 
from their present addresses in Essex 
but their London office has moved into 
Ridgway House, 41/42 King William 
Street, London EC4, from which 
address the amalgamated firm will 
practise in the names of Birp & 
PanTNERS and J. EARLE Норбез & Со. 
The new firm will continue the close 
association with Messrs BLAND 
FIELDEN & Co, Chartered Account- 
ants, of Colchester and elsewhere. 


Messrs GALE & Partners, Char- 
tered Accountants, announce that with 
effect from July 3rd, 1967, the eddress 
of their London office is 19 Berkeley 
Street, London М1. 
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Mr Н. GOODIER, M.B.E., F.C.4., Mr 
Wm C. SMITH, F.A.C.C.4., and Mr В. А. 
WATTS, A.C.A., announce that they 
have entered into partnership as from 
July ist, 1967, and will practise under 
the name R. A. WATTS & PARTNERS 
at 194 Station Road, Edgware. Тће 
practice is in association with GOODIER 
& Бмітн of 92 New Cavendish 
Street, London Wr, and CONSTANTIN, 
Gooprer & SMITH, of London and 
Paris. 


Messrs HaswELL BROTHERS & Co, 
Chartered Accountants, of 51 King 
Street, Wrexham, and St John’s Cham- 
bets, Love Street, Chester, announce 
that as from July 1st, 1967, they have 
taken into partnership Mr N. С. W. 
HARRISON, A.C.A, and Mr К. JAMES, 
А.С.А., who have been associated with 
the firm for a number of years. 


Messrs R. С. KIRKPATRICK & Со, 
Chartered Accountants, announce that 
with effect from July 3rd, 1967, the 
address of their London office is 19 
Berkeley Street, London Wr. 


Messrs LAYTON-BENNETT, 
BILLINGHAM & Co, Chartered Ac- 
countants, of 23 Blomfield Street, 
London Wall, London EC2, announce 
the retirement on July 2186, 1967, of 
Mr Н. J. WATKINS, F.c.a., after 
thirty-four years with the firm. 


Messrs PAYNE, STONE, FRASER & Co, 
Chartered Accountants, of 17 Bedford 
Row, London WC1, announce that 
with effect from August 1st, 1967, Mr 
JOHN A. GRENIER, A.C.A., who has 
been a senior member of the staff for 
several years, will be admitted into 
partnership. 


Messrs Price WATERHOUSE & Co 
(European firms) announce the re- 
tirement on June goth, 1967, of 
Mr E. W. Cooper, Mr J. А. ANDERSON 
and Mr J. Рнплррг, and the ad- 
mission to partnership of Mr R. E. 
У. М. KING, А.С.А., in the Belgian 
firm and Мг К. В. SMITH, C.A., in 
the French firm. 


Appointments 
Mr Е, Clifford, Е.А.С.С.А., А.М.В.І.М., 
has been appointed assistant secretary 
of Coalite and Chemical Products 
Ltd. ' 
Mr Michael John Day, Е.С.А., 
A.C.W.A., has been appointed chief 


-accountant of the Golden Wonder 


Crisp Co Ltd. 


Mr E. С. А. Dellar, F.a.c.c.a., has 
been appointed financial director of 
British Road Services. 
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Mr John Brian Dingley, A.C.A., 
secretary of К. Smallshaw (Knitwear) 
Ltd, has been appointed financial 
director of the company. 


Mr E. W. б. France, a.c.a., has 
been appointed secretary of Elliott 
Business Machines Ltd. 


Mr C. В. Gaulter, r.c.a., has been 
appointed a director of 'The Blackpool 
Tower Co Ltd. 


Mr A. Е. Gawler, J.P., F.C.A., has 
been appointed director and general 
manager of the sheet and moulding 
powders product group of the ІСІ. 
Plastics Division. 


Mr Patrick Neve Grice, ғ.С.А., group 
financial controller of Cerebos Ltd, 
has been appointed to the board of 
the company. Mr Robert G. Rogerson, 
C.A., group chief accountant, has been 
appointed group financial controller in 
succession to Mr Grice. 


Mr John Hargreaves, Е.С.А., secre- 
tary and financial controller of Smith 
& Nephew Associated Companies Ltd, 
has been appointed a director of the 
company. 


Mr А. J. Holland, F.c.a., has been 
appointed a director with special 
responsibility in the conduct of finan- 
cial affairs of Mott, Hay & Anderson; 
he will continue to act as secretary to 
the firm. 


Mr Stephen James Lloyd, a.c.a., 
has been appointed to the board of 
Hoskins & Horton Ltd. 


Mr C. А. Mawby, F.c.a., has joined 
the board of Sturtevant Engineering 
Co Ltd as financial director. 


Mr Bertram Nelson, С.В.Е., F.C.A., 
has been appointed a director of 
British Eagle (Liverpool) Ltd. 

Mr J. F. Ormiston, F.c.a., has been 
appointed a non-executive director 
of John Govett & Co Ltd, managers of 
the ‘Stockholders’ Group of Invest- 
ment Trusts. 


Mr R. Otley, r.C.4, has been 
appointed a director of British Steel 
& Tube Ltd, the new company 
formed following the merger of 
Dorman, Long & Co Ltd, the 
South Durham Steel & Iron Co Ltd 
and Stewarts and Lloyds Ltd. He was 
formerly financial director of 
Stewarts and Lloyds. 

Mr К. Н. Simson, c.a., has been 
appointed secretary of Guard Bridge 
Paper Co Ltd to succeed Mr J. 5. 
Millan, c.a., who has retired. 

Mr R. С. Skinner, Е.С.А., and Mr 
М. J. Dowdy, A.C.A., have been 
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appointed finance controller and group 
accountant respectively, of Dalgety and 
New Zealand Loan Ltd. 


Mr D. А. L. Wiggins, A.C.A.(AUST.), 
А.А.С.С.А., has been appointed financial 
controller (East Africa) of Singer 
Sewing Machine Company and finan- 
cial director and secretary of Singer 
Industries (East Africa) Limited. 


IN PARLIAMENT 
Income Tax: Bank Deposit Interest 


Mr Роже. asked the Chancellor of 
the Exchequer with reference to the 
recent statement of the Board of 
Inland Revenue that they will not in 
future require banks to deduct income 
tax from deposit interest in circum- 
stances where it has been deducted 
hitherto, what has led the Board to 
alter its view as to the requirements 
of the law governing this matter. 

Mr CALLAGHAN: The practice has 
always been that interest on deposits 
for less than a year has been paid in 
full: In the case of deposits for longer 
periods the practice has varied and 
the Board of Inland Revenue .were 
recently asked to clarify the position so 
that practice might be uniform. 'The 
Board therefore announced, with my 
approval, that in these cases also banks 
would not be required to deduct tax. 


Hansard, June 26th, 1967. Written 
answers, col. 33. 


Taxation: Effect on Earnings 


Sir S. Summers asked the Chancellor 
of the Exchequer if he will list and give 
details of the four examinations in this 
country which have led the Treasury 
to conclude that there is no evidence 
that present rates of taxation exert any 
deterrent effect on. the working of 
overtime ог on salaried workers 
generally. 

Mr MacDermot: (1) Investigation 
by the Social Survey into 'P.A.Y.E. 
and Incentives’ in 1952, published as 
Appendix I to the Second Report of 
the Royal Commission on the Taxation 
of Profits and Income (Cmd 9105). 
` (2) Survey of overtime and taxation 
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liability of thirty-two operatives in an 
engineering shop by Leslie Buck and 
Sylvia Shimmin, published in the 
Westminster Bank Review, August 
1959. 

(3) Surveys of effects of taxation on 
306 solicitors and accountants in 
private practice in Britain by George F. 
Break, published in the American 
Economic Review, 1957. 

(4) Sample survey by the Graduate 
Appointment Register of one hundred 
of those enrolled, mostly earning 
between £2,000 and £3,0c0, published 
in May 1967. 

Hansard, June 29th, 1967. Written 
answers, col. 124. 


Company Liquidations: Scotland 


Mr BucHANAN-SMITH asked the Presi- 
dent of the Board of Trade how many 
firms in Scotland went into voluntary 
or compulsory liquidation in.each of 
the years 1964, 1965 and 1966; and 
how many employees were involved 
each year. 

. Mr Darimyc: The numbers of 
liquidations of companies begun in 
Scotland during the last three years 
were as follows: 


Voluntary Compulsory 
Year Members Creditors 
1964. 215 85 14 
1965 278 193 29 
1966 457 125 35 


The numbers of employees involved 
are not known. 


` Hansard, June 29th, 1967. Written 
answers, col. 136. 


Companies Act 1948 : 

Non-compliance 
Mr Bryant GODMAN Irvine asked the 
President of the Board of Trade if he 
will state the number of companies in- 
corporated under the Companies Act 
1948, which during the last convenient 
period of twelve months have not 
complied with the provisions of that 
Act, relating to the publication of 
accounts and filing the annual reports; 
and what procedure he adopts in such 
cases. 


Mr DARLING: 160,000 companies 


HERRING, SON & DAW 


| “VALUERS & ESTATE AGENTS: 
RATING, COMPENSATION & ‘DEVELOPMENT. -CONSULTANTS: 
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failed to file with the Registrar in time 
an annual return in respect of 1966. 
77,000 of these companies have been, 
and the remainder will be, requested 
to file the returns. Tbe directors of 
companies which fail to comply with 
this request will be prosecuted. 


Hansard, July 3rd, 1967. Written 


answers, col. 200. 


Income Tax Act 1952: Bates v. C.LR. 


Lord BALNIEL asked the Chancellor of 
the Exchequer whether he proposes to 
seek to amend section 408 of the In- 
come 'T'ax Act 1952, in the light of the 
decision reached in the case of Bates v. 
Commissioners of Inland Revenue, 
December 7th, 1966. 

Mr MacDermor: No. The decision 
in this case was in accordance with 
the intention of the section. 


" Hansard, July 6th, 1967. Written 
answers, col. 294. 


RETURN OF RATES 1967-68 


Domestic ratepayers in over half of the 
local authorities in Britain will pay 
either less or no more in rates this year 
according to The Institute of Muni- 
cipal. Treasurers and Accountants’ 
Return of Rates 1967-68 now pub- 
lished. 

Of the 837 authorities included in 
the Return, 717 show an increase in 
rate poundage, twenty-nine show a 
decrease, and ninety-one no change. 

Local authority expenditure, says 
the Return, has risen by more than the 
rise in rate poundage and if the 
majority of authorities had not used 
balances in hand to offset the increase 
in expenditure rates would have risen 
more sharply. Over 83 per cent of 
local authorities made use of balances 
in hand in order to keep the rate 
levy down. The increase in rate- 
borne expenditure, excluding changes 
in balances, rose from £23 5s 4d to 
£24 115 10d, an increase of 5:6 per cent 
compared with the rate poundage rise 
of 4:1 per cent. 

The average amount of rates paid by 
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the individual householder їп the 
various local authorities given in the 
return range from £14 16s 4d in 
the case of Todmorden to £122 25 
in the case of the London Borough of 
Kensington ar.d Chelsea. 

Copies of the Return are available 
from the Institute, 1 Buckingham 
Place, London SW, price 205 each. 


DECIMAL SURVEY 


А concise and useful survey on the 
proposed decimalization in the United 
Kingdom in 1971 and its effects is 
contained in a booklet published last 
week entitled Report on Decimalization. 

In outlining the work to be done in 
the United Kingdom prior to the 
introduction of decimal currency, the 
report examines the methods adopted 
by the Australian and South African 
Governments when those countries 
changed to a decimal system. 

Copies of the report are obtainable 
from Interlink Advertising Ltd, St 
Martin's House, 63-66 St Martin's 
Lane, London WCz. Price 55 each. 


EXPORTS BY MAIL 


The Post Office has brought out a new 
version of its booklet, Exports by Mail, 
previously issued in 1961. 

The booklet outlines the postal 
facilities that are of especial interest 
to exporters, including the small 
packets, air parcel, C.O.D., express 
and printed paper services, and deals 
with insurance and customs charges 
and some postage rates. 

There is a useful section cn export 
documents and customs formalities 
and another drawing attention to 
services that can supplement the mails 
— advance documentation for import- 
ers, Telex to more than one hundred 
countries, phototelegrams for showing 
goods to buyers overseas, and the Datel 
services providing for data transmis- 
sion. 


ECONOMIC CONDITIONS 
OVERSEAS 

Two further booklets in the 1966-67 
‘series dealing with economic conditions 
in member and associated countries of 
the Organization for Economic Co- 
operation and Development have re- 
cently been issued covering Greece and 
France. Copies of the booklets are 
obtainable from H.M. Stationery 
Office, price 5s each. 
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CHARTERED ACCOUNTANTS’ GOLFING SOCIETY 
Summer Meeting 


The Summer Meeting of the Char- 
tered Accountants’ Golfing Society was 
Stableford Medal Pts 


К. С. Taylor (то) wins First Prize 
and Royal National Lifeboat 


Spoon. (On last nine) . 35 


P. Wand (10) wins Second Prize 
(On last nine) . 35 
J. B. Corrin (16) wins Third Prize 
(On last nine) .. 35 
B. Anderson (2) wins Scratch Prize 33 
D. С. Urry (11); Р. 5. ра GR 


(4); N. Grenfell (15) .. 34. 


held at Porters Park Golf Club on June 
21st. The leading scores were as follows : 


Foursomes Pts 
К. С. Taylor (10) and D. S. 
Thompson (4) win First Prize 
and Royal National Lifeboat 
Spoons .. 37 
Р. Knight (тї) and J. H. Bradfield 
(12) win Second Prize .. 33 
E. H. Head (16) and 5. W. 
Penwill (17) ; 32 
J. В. Corrin (x6) and І. MacFarlane 
(20) E 32 


Match with Students’ Golfing Society 


The Chartered Accountants’ Golfing 
Society drew a recent match with 
the Chartered Accountant Students’ 
Society of London Golfing Society 
at Porters Park Golf Club. 

The match was in order to decide 
the holders of the Bernard Pitman 
Plate for the forthcoming year. The 


Morning 
AGS, Students 
N. Butterworth best D. Skinner 
N. Day | at ^ S. Wallis 
by 7/6 
J. Dann beat M.Armstrong 
J. Wilson eat * D. Hughes 
b 
H. Claxton А. Aylwin 
D. Nunn } beat Ў С. Coleman 
. by 3/2 
D. G. Richards be N. Jenkins 
S. Chubb at УБ, Lawson 
W. Leemi «Li oe 
. Leeming egg 
J. Solkhon оо В B. Tomlinson 
by 2 down 


Chartered Accountants won the morn- 
ing foursomes round by four matches 
to one but this score was reversed in 
the afternoon by the Students, and 
the result was a draw and so the 
Students continue to hold the Plate 
for a further year. Results of the match 
were as follows: 


Afternoon 
Students 
N то lostt D. Skinner 
J. Wilson Е M.Armstrong 
У З 
М. Пау bs S. Wallis 
J. Dann eat ~ D. Hughes 
b 
Н. Claxton or A. Aylwin 
5. Chubb 0594 F, Lawson 
by 
D. Nunn и N. Jenkins 
J. Solkhon OSttOS А. Legg 
by 3/2 
D. G. Richards losti G. Coleman 
W. Leeming 93 B. rhy 
by 3/1 


Match with Bar Golfing Society 


In a match played between the 
Chartered Accountants’ Golfing 
Society and the Bar Golfing Society at 
Woking Golf Club, the Accountants 


Morning 
C.A.G.S. Bar G.S. 
А. B. Green D.McDonnell 
R. B. beat 4 D. Тидог 
Drummond L Price 
y 5/3 


J. V. Wilson P. Harris 
D. W. Gibson Уо І (В. J. Wakley 
J 

B 


fD.A. Tho ы 
omas 
} beat < „У. J. ај 


. Thornton 
. Emmerson 


Н А. В. ne 
.W.P 
S.W. ical, Jorio! F Р 


Taylor 
by 2/1 
S.B.Tabaxman J. Gardner 
beat < J. W. 
C. А Chapman McDonald 
by 4/3 


won the morning series by three 
matches to two but lost in the 
afternoon by the same score and thus 
the result was a draw. 


Afternoon 


C.A.G.S. Bar G.S. 
А. B. Green Host 6 D.McDonnell 
J. V. Wilson J. P. un 
D. W. Gibson ке 
В. Emmerson pos NE ко, 
Е. и 
авй beat Taylor 
D. G. Richards D. A. ds 
D. quaes ^ 
J. Thornton Price 
S.B.Tabaxman lost to У. 
меп 
у 3/2 


5. W. Penwill beat 1. бзш 
C. A. Chapman f 2% 4 В. J. Wakley 


by 3/2 
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is an important breakthrough in a field of national importance. Here at last is an authoritative work of 
reference on computers used for data processing in the United Kingdom which succeeds in reducing a bewildering 
mass of unco-ordinated data and much hitherto unavailable information to a tabulated and readily assimilable form. 


Itis thus a valuable time-saver to all concerned with obtaining accurate basic information for unbiased decisions 
about computer systems — speeding up decisions, reducing the chances of wrong ones and saving the time of key 


staff of both potential users and the computer manufacturers. 


There is, therefore, no. longer any reason for wasting time; and money in order to obtain factual background 
information which is now available at a fraction of the cost of obtaining it for oneself. 


AN ESSENTIAL WORK OF REFERENCE AND SERVICE 


SOME PRESS COMMENTS: 

This Manual must become a standard reference work of the highest quality in this new field. ` 
The Accountant. 

The Manuel meets the need that was already becoming urgent and is invaluable to all 
concemed with computers. Accountancy. 

Manufacturers have co-operated fully to provide the information and the Editor has presented 
them not only in a clear form but also Їп one which allows very rapid comparison between 
competing systems, Thè Financial Times. 4 

Having regard to the excellent format which has been adopted and the future extensions which 
are planned, the Manual can be recommanded not only to those who have a particular shopping 
problem, but also as a reference work to those advising. and Instructing others in the use of 
computers. The Cost Ассоштат. 
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Have you read 
any good books lately ?.. 


One in a series of advertisements designed to remind members and non-members 
of the extensive facilities available. 





PUBLICATIONS. 1966 saw the publication of more than a dozen books, booklets and Summer Course 
papers by the Institute and by the General Educational Trust of the Institute. Written by experts, they 
cover a wide variety of subjects ranging from supplements to the Corporation and Capital Gains taxes 
to the educational books available from the Institute’s General Educational Trust. The first five in the 
Trust's Management Information series are available now and the remaining three will be published 
shortly. A list of some publications available is given below. A full list and copies of the booklets are 


available from: 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 





Published by the General 
Educational Trust of the 
Institute 


MANAGEMENT INFORMATION 
Business planning and control 


Research and development — the key to 
future profitability 


The case for marginal costing 


The use of ratios in the study of business 
fluctuations and trends 

The preparation of interim accounts for 
management in the smaller manufacturing 
concern 

Management information and statistical 
method 

Improving the efficiency of an accounting 
department 

The computer as an aid to management 





An audit approach to computers 





Published by the Institute 


TAXATION Supplements 
To the Corporation and Capital Gains Taxes 





Summer Course Booklets 
1964 (Cambridge) 
Estate duty planning. An investor's view 
of company accounts. O. & M. for the 
smaller client 
1965 (Oxford) 
Professional ethics 
1966 (Oxford) 
Co-ordination of finance and manage- 
ment. Present practice and modern 
development in auditing in U.S.A. Some 
aspects of the corporation tax 
1966 (Cambridge) 
Business accountancy principles for 
improving the efficiency of departments 
responsible for servicing management 
The impact of the new tax structure on 
company finance 
The taxation of capital gains 


PRACTICE ADMINISTRATION 

The development of an accounting practice 
Professional practice insurance 

Provision for retirement 


The constitutional arrangements of an 
accountant's practice 


The organisation of a practising account- 
ant's office 


Mergers and associations of professional 
firms 


Towards better fees 


Controls for the effective use of time and 
the keeping of time records 


A practitioner's own taxation problems 


The selection, training and management of 
staff 
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Take-over Warfare 


А ані of bitterly-contested take-over bids has thrown the 
City into a ferment in recent weeks. Well-known public 
companies and, more particularly, their advisers have been 
charged with deliberately flouting the accepted code of conduct 
laid down in the City’s own guide-book on mergers and take-overs 
in order to achieve their immediate goal. Moreover these strata- 
gems have not only given rise to critical comment in the financial 
Press but the tone of these comments has been more strident than 
usual. 

Tt was hoped after the dust had settled following the notorious 
British Aluminium affair in 1959 that such unseemly events were 
a thing of the past. Indeed, the working party which prepared and 
issued the pamphlet entitled Notes on Amalgamations of British 
Business in October 1959 was summoned by the Bank of England 
as a direct consequence of the issues raised — but not by any means 
resolved — by that very bid. 

The most important issue was that directors of a company 
should not allow any change in the control of the company or in 
the nature of its business without first obtaining the consent of 
their shareholders. It is to their credit that many leading public 
companies gave and have continued to give such assurances when 
seeking approval for an increase in their authorized share capital 
though they may have no plans for issuing the shares at the time. 

The working party met again in 1963 and in October of that year 
published a revised version of the booklet to take into account the 
report of the Jenkins Committee and the Board of Trade’s new 
rules for licensed dealers. These ad hoc arrangements were 
strengthened in 1966 when the Stock Exchange’s General Under- 
taking came into force, but even now it still does not insist that all 
quoted companies sign the undertaking whether or not they are 
contemplating a new issue of shares. In other words, the Stock 
Exchange takes a strong line when companies approach them for a 
share quotation for new capital but adopts a vacillating posture 
where blocks of unissued share capital already existed before 1966. 

Last week the Stock Exchange announced, after consultation 
with the GOVERNOR OF THE BANK ОЕ ENGLAND, that they had 
requested the Issuing Houses Association to reconvene ‘as a 
matter of urgency’ the working party which prepared the 1959 and 
1963 versions of the rules. In addition.to the original members of _ 
the working party, the Confederation of British Industry has 
agreed to participate for the first time. The main purpose of the 
new working party is to try to establish a consensus among the 
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various City institutions (some of which have been at 
loggerheads) on the kind of conduct which should 
prevail in the take-over arena. 

The more dramatic bids of recent os may not 
have broken tke letter of the present rules but they have 
wittingly or unwittingly offended the spirit of them and 
recalling some of the details of these episodes may help 
to clarify the issues at stzke. For instance, last May, 
Aberdare Holdings made an opening bid for Metal 
Industries worth about {ro million. This was rejected 
out of hand by the Metal Industries board and an im- 
proved offer cf {11-8 million also suffered the same 
fate. Then, on July 1st, Thorn Electrical Industries 
entered the fight with an offer worth £15-3 million. At 
that time Aberdare claimed over 25 per cent of the 
Metal Industries equity. Armed with these firm 
holdings and acceptances and fortifed by aggressive 
buying.in the market, the scales were tipped in favour 
of Aberdare who claimed control at this stage. 

A new formal offer from Aberdare raised their 
mixture of convertible unsecured loan stock, Aberdare 
shares and cash above the all-cash alternative in 
Thorn's counter-offer and victory seemed in sight. 
'Then came a questionable tactical manoeuvre by which 
Thorn snatched control from under Aberdare's very 
nose. The deal involved the issue by Metal Industries of 
almost five million previously unissued shares as the 
price for acquiring Glover & Main Ltd — one of 
Thorn’s subsidiaries. So, by devious means, Thorn 
ended up with a 39 per cent stake in Metal Industries 
while the erstwhile victors — Aberdare — were left 
stranded with only 32 per cent of the enlarged share 
capital of Metal Industries. The deal was accompanied 
by a new and higher offer from hom worth a total of 
£24 million. 

What bore all the signs of an acrimonious fight to the 
finish finally fizzled out on July 19th, when Hambros 
Bank agreed to underwrite the Thorn shares offered for 
Metal Industries so as to give an effective cash alterna- 
tive equal to the value of the share offer. Both Aberdare 
and their advisers, Morgan Grenfell, agreed to accept 
this offer in respect of their large — though as it turned 
out not large enough — holding in Metal Industries and 
withdrew from the battleground. All one can say in 
mitigation of the in-fighting which flared up between 
Aberdare and Thorn is that the highest bid triumphed 
in the end but not without a good deal of heart-searching 
in the City and beyond. 

One curious point about this deal was referred to in 
one of Aberdare's statemerts, namely, that the shares 
which Metal Industries proposed to allot to Thorn had 
been created by the shareholders in general meeting 
way back in May 1960, when the directors apparently 
gave an undertaking that they would not issue any 
further share capital if it meant the passing of control. 
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Yet when asked about this statement, Kleinworts — 
who were advising Metal Industries — were reported to 
have said that ‘to suggest that an intention seven years 
ago is binding is to do the English language an in- 
justice. Does one infer from this that shareholders' 
rights are erased by the passage of time? 

Another bid which has aroused strong feelings on 
both sides. concerns International Distillers and 
Vintners and Showerings. The former, faced with an 
unwelcome bid, resorted to the usual defensive tactics 
of forecasting higher profits and dividends. Showerings 
countered by adding two shillings a share in cash to 
their existing offer but were thwarted in their purpose 
because an unnamed third party (identified this week as 
Watney Mann) entered the market and bought heavily, 
pushing the market price above the increased bid 
price for a short time. This appears to have blocked 
the Showerings offer for good. 

А. similar, but equally daunting, situation occurred 
in December 1966, when Thorn and Philips Electronics 
were locked in a battle for Pye. Here, Philips 
Electronics suddenly found themselves guaranteed 
over nine million Pye shares which had been bought in 
the market and had subsequently *come into the pos- 
session' of Philips's Dutch parent company. Тће 
Dutch company stated at the time that 'In our experi- 
ence the manner in which the whole situation arose is 
not unusual outside the United Kingdom, particularly 
in a case where large blocks of shares are involved'. 

Finally, there was the hectic battle last month 
between Courtaulds and Rodo Investment Trust 
(acting for Macanie (London)) for control of Wilkinson 
& Riddell when last-minute buying pushed up the 
share price to the dizzy height of 65s compared with a 
closing bid price of 155 54; here was yet another warning 
that the rules require strengthening. 

What, then, needs to be done? Changes are obviously 
needed in the rules, but it is as well to recognize from 
the outset that no general set of rules can provide for 
every situation. That said then, first, all companies now 
quoted on the Stock Exchange should be obliged to 
sign the General Undertaking. Second, buying through 
the market by a bidder or his accredited agent must be 
preceded by an announcement of his intentions, i.e. 
amount and price. Third, no buying outside the 
market through purchases from the institutions should 
be countenanced during bids. Fourth, the so-called 
"fair price' to be paid in the case of a revised offer where 
the offeror has already acquired effective control by 
buying in the market is far too imprecise. It should be 
replaced by a rule that all holders be offered the highest 
market price instead. 

It is, however, one thing for the City institutions to 
draw up a revised list of rules; it is quite another 
matter to ensure that the rules are enforced. Here, the 
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threat of suspension of quotation by the ‘Stock Ex- 
‘change would be an adequate deterrent against the 
over-zealous bidder or his advisers. Suffice to say that 
if the City is incapable of policing itself, then public 
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opinion will call upon the Government to act, possibly 
by setting up-a body like the American Securities and 
Exchange Commission. It would be better, however, if 
the City hammered out its own solution. | 








Current 
Affairs 


Costing Government Contracts 


REM critical comments by the Minister of 
'Technology on the past claims of the aircraft 
industry on the public purse might have been better 
put, but the report of the Committee on Public Accounts 
on the ‘excessive ‘profits made by Bristol Siddeley 
Engines Ltd will be regarded, rightly or wrongly, as 
supporting Ministerial opinion. 

The Committee’s interest in the matter dated from 
a Government spokesman’s statement to the effect that 
the company had repaid nearly £4 million of excess 
profits on contracts for overhauling aero-engines. ‘This 
situation arose because the Ministry staff, in the 
opinion of the Committee, fell far short of an acceptable 
standard in making ‘too little effort to find out what 
was happening and accepting far too readily what was 
told them’. 

The company’s board was also unaware of what was 
going on, since it was preoccupied with the details of 
the merger with Rolls-Royce. While the company’s 
estimator realized at the outset what might happen 
under existing pricing and costing methods, he was 
transferred and his work in avoiding the danger was 
then overlooked. 

The Committee recommends that in repeat contracts 
the Ministry should not in future negotiate on the basis 
of annual adjustments, but should re-examine in detail 
the contract prices each year. 

There is a further conflict of opinion between the 
company and the Ministry on the amount of detail 
which the company thought fit to disclose concerning 
costs and that which the Ministry felt was necessary in 


order that they could judge what was 'fair and reason- 
able’. Of the company’s case, the Committee observed 
that ‘the prices produced profits which were exhorbi- 
tant by any standard’. 

The affair will almost certainly lead to Parliamentary 
demands for post-contract costing, even if some М.Р.5 
do recognize the very real disadvantages for efficiency 
that the introduction of such a system would entail. It 
is, in any case, not merely a question of costing tech- 
niques as such — human efficiency or error can make 
or break any system. 


Industry and the State 


INISTERIAL statements lately, more particularly 

those from the Prime Minister and Minister of 
Economic Affairs, suggest that the Government is 
actively considering a policy of direct participation in 
industrial affairs by acquiring an interest in key 
industries and companies. 

The Prime Minister referred to ‘permissive powers 
over a fairly wide field’, more especially in industries 
involved in the technological spheres. There was also 
a reference to measures needed ‘for the re-structuring of 
industries’. Such views have long been held in the 
Socialist Party, but it is far from clear. what is proposed 


‘in the latest statements. If the Government wishes to 


‘re-structure’ any industry, this could be achieved 
either by legislation, e.g. nationalization, or by the 
intervention of the Industrial Reorganization Corpora- 
tion with strengthened powers. 

If a participant interest in a company is felt to be 
necessary — for example, a place on the board for a 
Government nominee — the problems are self-evident. 
What are the duties and powers of such an appointee? 
Is he to be able to override any board decision; or 
bring heavy pressure to bear upon the company for 
reasons other than purely industrial? And, unless he has 
such extensive powers, what can such an appointment 
achieve with only a minority share interest? 

Such pronouncements are not, as industrial reaction 
has shown, well calculated to encourage the develop- 
ment and expansion of industry. The Government is 
fully entitled to pursue any policy it feels necessary to 
activate the economy. On the other hand, however, it 
has an obligation to fully think out the implications of a 
coherent and feasible policy before launching it into 
public discussion. 
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Wife's ‘Тах Advantage’ 


5 T High Court has upheld а direction made by the 
Inland Revenue under section 28 of the Firiance Act 
1960, on a married woman (С.Г.А. о. Brook, The Times, 
July 2oth). Mrs Brook, in 1953, received a bonus issue 
of redeemable preference shares which had been paid 
up out of the company's resources consisting mainly of 
income. In 1960 the company redeemed these bonus 
shares. At all material times Mrs Brook was married 
and living with her husband and neither of them had 
elected for separate assessment. Nevertheless, the 
Inland Revenue served on her a notice under section 28 
of the Finance Act 1960. The Special Commissioners 
allowed her appeal on the ground that even if the money 
had been distributed as a dividend her husband, and 
not she, would have had to pay tax on it, so that she 
had not obtained a tax advantage as defined in section 
43 (4) (g) of the same Act. The Inland Revenue appealed 
to the High Court. . 

Giving judgment, Ungoed- Thomas, J., accepted the 
Crown's contention that Mrs Brook received a tax 
advantage in that she received a consideration in such 
circumstances that she did not bear tax on it. As an 
additional ground his lordship said that Mrs Brook had 
avoided a ‘possible’ assessment to tax in that separate 
assessment сош а have been claimed, so that an assess- 
ment was ‘possible’. If the section really means this, 
then it is a remarkable state of affairs. 

'The section was extended in 1962 to deal with 
married women but the extension does not apply to 
pre-1962 payments. 


Decimal Currency in Ireland 


Tas fact, as noted in these columns on July rst, that 
«Г the Decimal Currency Bill has completed its report 
stage and third reading, and the Government's pro- 
posals for a £ unit has been upheld, renders a paper 
presented by the Minister for Finance to the Irish 
Parliament entitled Decimal Currency: Choice of Unit, 
of little more than academic interest to U.K. 
readers. i 
While – in our view understandably – the Working 
Party on Decimal Currency came to the conclusion 
in 1965 that “а ros-cent system is superior to any other 
decimal system’ the new paper observes that the 
‘British decision makes it necessary to. look very 
carefully at the Working Party’s recommendation 
of a 105 unit and to assess again the case which can be 
made for a system based on the Irish £’. The earlier 
Working Party report.said they were 'satisfied that no 
undue inconvenience would arise if this country 
adopted a different system from Britain provided that 
there was a simple relationship between the two units'. 
From this; however, the chairman of the Working 
Party has dissented and instead recommended that if 
Britain decided to introduce a {-cent system ‘we 
should adopt the same system". " 


The paper reviews the various alternative decimal 
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з. Systems, a feature being an appendix which lists the 


decimal currencies of other countries, giving their 
current sterling equivalent. The Minister, it is stated, 


“would welcome any expression of views which would 


help him to come to the most satisfactory conclusion 
on the choice of unit', such submissions to be sent to 
the Department of Finance before August 31st. 


Problem of Sterling 


N O single aspect of the United Kingdom economic 
problem has attracted so much overseas discussion 
as the future of sterling. It can fairly be said that for 
more than the past decade British economic strategy, 
both internal and external, has had as its primary 
objective the maintenance of the existing sterling 
parity. 

The problem of sterling is twofold. 'T'here is the basic 
issue of increasing United Kingdom exports so that the 
reserves can be built up to withstand the periodic 
pressures. Тће second is to provide the world with a 
new international monetary system which will ease the 
pressure on sterling as a reserve currency. The role of 
sterling is crucial for Britain's economic growth. 

These and relative problems are carefully and 
thoughtfully discussed in a recent research paper by 
J. O. N. Perkins from the Department of Applied 
Economics, Cambridge, entitled The Sterling Area, 
the Commonwealth and World Economic Growth.’ Mr 
Perkins recognizes that even if some durable and satis- 
factory arrangements for the international monetary 
system are devised it must be assumed that the sterling 
area will continue for some time to come. He feels also 
that there is a strong case for open discussion of the 
problems rather than refraining from public discussion, 
lest criticism and an airing of the difficulties should 
suggest that the debate was ‘rocking the boat’. His 
own contribution is to be welcomed and deserves a 
wide readership. 


Mortgages in 1966 a Record 


EH SR societies advanced £1,245 million on 
mortgages in 1966, exceeding by £289 million the 
figure for 1965, according to Part 5 of the Report of the 
Chief Registrar of Friendly Societies, now published 
(H.M.S.O., price 75 64). 

At the end of last year there were 2,992,000 bor- 
rowers, with an average mortgage debt of £1,732. 
Average rates of interest charged on mortgages by all 
societies, calculated on mean balances at the beginning 
and end of the year, were 6:95 per cent, compared with’ 
6-63 per cent for 1965. 

The number of building societies in 1966 fell by 
twenty-nine, mainly through mergers. But their assets 
increased by a record £774 million to £6,306 million — 
at 14 per cent the largest percentage rise since 1930. 
Their average reserve ratio, however, fell from 4-18 per 
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cent at the епа of 1965 to 4:08 per cent at the end of. 
1966. MET 

ЕЕЕ to share capital amounted to £1,496 
million – £237. million more than in the preceding 
year and there were 6,564,000 share investors with an 
average shareholding of £852. Average rates of 
interest, calculated on mean balances at the beginning 
and end of 1966, were 4:01 per cent compared with 
3°78 per cent for 1965. However, withdrawals during 
1966 at £956 million were also greater than in 1965; 
in that year they amounted to £800 million. 
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Company Profits: ER EES] ККИ ае oh ЈЕ 
ЖЕ July issue of Financial Statistics, issued: on; 

Wednesday of last week by the: Central Statistical 
Office (H.M.S.O., price ros 64) includes details of сот-: 
pany profits and dividend. payments; over the. first 
quarter. of 1967. ЖҮ ee ЖЕСИН Чү 

The tables indicate that the гізе іп gross trading 
profits of companies in the first quarter of this year was. 
very much less than. сап be accounted for Бу the 
beginning of their receipts of refunds and premiums of 
selective employment tax. Also, the run of figures up 





TIME AND EMOTION STUDIES - V 


Registration of Business 
Names 


by A PROVINCIAL PRACTITIONER DEN 


ird 7 of the Registration of Business Names Act 
1916, as amended by the Companies Act 1947, provides 
that if particulars required to be furnished by the Act are 
not so furnished without reasonable excuse within the time 
specified; the défaulter shall be liable to a penalty of £5 for 
every day during which the default continues. In addition, 
section 8 deprives the defaulter of some of his rights of 
legal enforcement.. | 

It is therefore somewhat surprising that up and down the 
country there must be tens of thousands of businesses 
carried on-under such names as Joe’s Cafe, Ann’s Parlour, 
The Boutique, Maison Heloise, Chez Margot, and so on, 
which must be ticking up penalties at the rate of /1,825 per 
annum without the slightest anxiety on the part of the 
erring proprietors. Particularly as for the trifling expendi- 
ture of a 5s postage stamp and the completion of the correct 
form, they can immediately put themselves on the right 
side of the law. Obviously they cannot know the drill; but 
if they do know, or some more knowledgeable friend or 
patron tries to put them on the right road, let them see for 
themselves how difficult it is. | 

It is one of those curious facets cf our business and com- 
mercial life that no one is the slightest bit bothered until 
the transgressor tries to put things right. Then he can 
enter the lists with the aid of ‘Notes for guidance’ and a 
supply of forms providing no less than eleven different 
varieties of application, and he is ready to try his luck against 
the denizens of the Registry of Business Names. 
- It would, of course, be quite simple for the applicant ~ 
if he knew where to send it — to write a letter saying merely 
that he wished to register under the Act and supplied 
details of the business and its name and the other obvious 
information, such as when, where and what. But this does 
not get him into the form routine which enables him to be 
trapped into giving incorrect or misleading answers. Con- 


sider the following examples of skirmishes in which m | 


colleagues and I have become embroiled. : 
R.B.N. 1 is the simplest form of all, and is used for 
registration by an individual trading on his own account. 


Q.3 asks {ог ће principal place of business, and Q.7 the 
usual residence. I fell right into this trap and put the same, 
address down for both, which was .ċorrect but І only in- 
cluded the county in 3. Back came the form with a request! 
to do the same in 7. 

R.B.N. 3A — to take a more advanced test — is used for 
registering a change in a partnership, usually on the retire- 
ment of a partner or the admission of a new one. The 
instructions. on the reverse of the form say among. other. 


‘things that “This statement must be signed . . . by some 


individual who is a partner — and [as an afterthought] - 
verified by a statutory declaration’. But do just this and 
see what happens; when I tried it the form came back 
asking for the signatures of all the other partners, including 
the one who had retired. In vain did I refer to the instruc- 
tions, but the reply was that nevertheless the Registrar 
wanted those other signatures. `` ЕСА 

: Hotels seem to enjoy some special immiiinity, though no- ` 
one seems to know why. Although for an ordinary business 
such words as Royal, King, Queen, Princess and Crown are 
taboo, a publican can call himself anything which includes 
these titles, Not only that, but he (or she) apparently does 
not have to exhibit a form of registration. How much more 
interesting it would be to go into the bar of the local and 
see that Fred Smith was trading as The Queen's Неад,. 
Nobby Clark as The Crown and Anchor, or that The 
Angel was really Lucy Paramour. · AU. 

The notes tell us that if a trader is in doubt about the 
acceptability for registration of a proposed business name, 
he would be well advised to seek the Registrar's agreement. 
This is.really an intriguing invitation which can have 
interesting results, as we found when we wanted to register, 
the business. name of ‘Robinsons’ by. two brothers whose 
rame was really Robinson. We thought this could not 
possibly create a problem. The answer we received from 
the Registrar is worth quoting verbatim; it runs às follows: 

‘I would confirm that when two individuals with the 
same surname carry on a business in partnership in their 
own true surnames, and provided neither partner has 
changed their:name during the previous twénty years, 
except in the case of a woman on the occasion of marriage, 
registration under the Registration of Business Names Act, 
would appear not to Бе required. The addition of the 
letter “s” to that surname would still not. render registra- 
tion necessary but would add that if it were made possessive 

e.g. Robinson’s or Robinsons’ registration would then be 

necessary. i, 2 7 . - 

Apart from the minor grammatical failings we regarded 
this as а masterpiece. We are looking forward to the reply 
we may get if on some future occasion the ‘name is not 
Robinson, but Jones. What a game їһе Registrar will have 
with.that apostrophe! NEN TL 
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to the first quarter points to no sign of any recovery in 
the trend of company profits. 

Dividend payments on ordinary shares recovered 
sharply in the first quarter (allowing for seasonal 
variations) but they were still substantially lower than 
they were in the first quarters of 1965 and 1966. 

Capital issues by industrial and. commercial com- 


panies, at {141 million, remained high in the first 
quarter, but they dropped back sharply to £63 million: 


іп the second quarter of the year. 


Annual Dividend Record 


USEFUL annual record, in book form, of dividends 
paid within the fiscal year on quoted preference and 
equity capital, interest payments on convertible loan 
stocks and unit trust distributions has been introduced 


ACCOUNTANT. 


July 29th, 1967 


by Extel Statistical Services Ltd, of Extel House, East 
Harding Street, London ЕСА. 

'The dividend record is a companion volume to the 
quick-reference manual on capital issues, with ad- 
justed stock-market prices for capital gains tax pur- 
poses, now in its second edition. The dividend is given. 
both as a percentage and as an amount per share. The 
payable date, the holder's registered date and the ex- 
dividend date, also the rate of tax applicable to each 
dividend are all shown in columnar form. Some 5,000 
companies are covered in alphabetical order, including 
those where no dividend has been paid. In cases where 
the capital has been the subject of a scrip or rights issue, 
a note is entered in chronological order. 

The annual dividend record costs /т$ and the 
capital gains tax manual, with three up-dating supple- 
ments, £10: Together, the two may be bought for £20. 





False Trails in Accounting 


by JOHN MATTHEWS, B.Sc.(Econ.), F.C.A. 


pL training in accountancy is habit- 
forming; and necessarily so, if the accountant is 
to find his way with speed and certainty 'in the blind 
mazes of this tangled wood’. The intention is to form 
habits of practice, but in the process habits of thought 
are formed besides. 

It is not merely that the rules, carefully memorized 
and repeatedly applied, are rarely questioned ; but 
that when they are questicned, when innovations are 
introduced and a new gospel preached, the double- 
entry mechanism itself — this simple tool with which 
extraordinarily complex structures are erected and 
securely controlled — introduces side-effects which are 
not only accepted as necessary to the method, but 
enter into the controversy and are used in support of 
or in refutation of the main thesis. The result is to 
confuse issues and frustrate conclusions. "Гуго examples 
of this are the LIFO concept and the direct costing — 
absorption costing controversy. 


The LIFO fallacy 


The ‘last-in, first-out’ method of stock valuation is a 
recognized accounting procedure, at any rate for manu- 
facturing business. In the U.S.A. it may be used in the 
tax return, provided it is used also for financial report- 
ing purposes, The idea originated from the economists. 
They argued that historical cost was not relevant at the 
time of sale. The measure of sacrifice when parting with 
assets for a money price is the current cost of produc- 
tion, not the cost in some past period. 

Accountants have recognized the strength of this 
argument, at any-rate in manageinent accounting, for 


measuring efficiency. Profit only truly reflects efficiency 
when it measures selling.price against current cost of 
production. The formula ‘last in, first out’ seemed a 
convenient way of expressing the rule, but unfor- 
tunately came to be adopted literally. That it did not 
square with the facts became the main, and incontro- 
vertible, argument of the orthodox. 

Taken literally, last in, first out entails first in, left in; 
closing stock is valued at the price of the earliest 
acquisition, or the cost of the initial output of the 
enterprise – ап extreme case of historical cost. To 
rationalize this absurdity the notion of ‘base stock’ was 
thought up; an initial outlay never to be recovered 
except upon liquidation — a fixed asset, in fact. 

Whatever its merits in theory, this formulation has 
been ignored in practice. No accountant, I would 
think, has ever listed stocks-on-hand among fixed 
assets. But 'first in, left in' balances the raw materials 
account and the book-keeping justifies the formula. 

In fact, the economic argument in support of current- 
price accounting does not justify this conclusion at all. 
If current prices are relevant for current-transaction 
accounting, they are also relevant for the balance sheet 
which sets out the current state of affairs. In book- 
keeping terms, if it is correct to issue materials to 
production at their current prices, then it is correct also 
to transfer materials into the ensuing period at current 
prices. T'he difference arising in the raw materials 
account is a proper and significant accounting figure. 
It mezsures the fluctuations in price between the date of 
purchase and the date of use — the holding gains or 
losses. 

This is the correct implementation of the economic 
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principle of replacement cost. Holding gain or loss is 
realized upon sale; unrealized in unsold stocks. The 
latter – under orthodox accounting — should, if a gain, 
be carried forward against later realization ; if a loss, be 
written off in anticipation. Accounting by replacement 
cost does square with the facts. LIFO is fallacious. 


Direct versus absorption costing 


The idea of direct costing also came from the econo- 
mists. Its other title, ‘marginal costing’, indicates its 
derivation from the marginal principle. In the days 
when production was small-scale, selling prices were 
dictated by the powerful merchant traders. Large-scale 
factory production put the factory owners in a position 
of greater bargaining strength, so they were able in 
some measure to fix the selling price of their products, 
especially new products. For this it seemed that total 
costing was necessary, so that the net profit mark-up 
could be added to the total cost per unit of output. 

Again, for management accounting —for decision- 
making—the avoidable cost and the contribution 
towards fixed overhead and protit proved more useful 
than a method of accounting which apportioned over- 
heads arbitrarily to units of output. It is still argued that 
for any product upon which a competitive selling price 
is not already fixed in the market (a new product or a 
monopoly product), it is necessary to find the total 
cost per unit from which to calculate the selling price. 

Business men have not yet come to realize that it is 
as easy — and more reliable — to estimate the appropriate 
contribution, rather than to guess at total cost per unit 
in order to reach the familiar net profit percentage. 
But the argument, such as it is, is confused and made 
unreal by the fact that the two methods, as it happens, 
produce in the books different summations of tl: > cost of 
work in progress and of completed units unsold. 

Direct (or ‘variable’) costing records avoidable 
cost only (variable cost plus avoidable overhead), while 
total or absorption costing adds in apportioned general 
overheads. Because of this it is argued that direct 
costing ‘values’ work in progress and finished product 
at avoidable cost only, and absorption costing ‘values’ 
these items at avoidable cost plus added unavoidable 
overhead. Argument as to which of these methods of 
valuation is more appropriate has become the main 
bone of contention regarding the two methods of 
recording costs. 

This argument is irrelevant to that issue. Valuation 
for the purpose of estimating fairly the year’s net profit 
and the state of affairs at the close, is an accounting 
question separate from the question as to what method 
of costing is to be preferred for recording costs of 
production during production. It is reasonable to argue 
that direct costing is to be preferred for the latter, and 
at the same time that a portion of period expense ought 
to be carried forward at the year-end as being inescap- 
ably incurred in producing the stock of work in progress 
and finished product just completed. There has been no 
opportunity to sell it. 
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Contrariwise, it can be argued that absorption 
costing is to be preferred for recording production 
costs, but that all period expense (section avoidable 
as well as general overhead) ought to be recovered out 
of the gross revenue of the period to which such period 
expense belongs. 

In brief, cost accounting technique and stock 
valuation are two different questions and they can only 
be properly discussed in isolation from each other. The 
fect that adjustments will be required at the year-end 
in one case and not in another should not worry 
accountants. 


Cash flow 

This is a case of deception, possibly innocent, practised 
by non-accountants but arising out of accounting 
method. Cash flow for the year is net income (before 
or after dividends) adjusted for non-cash items — in 
particular, depreciation. Cash flow to gross assets 
(i.e. gross of accumulated depreciation) is considered 
by many investment analysts, reasonably enough, to be 


га more reliable measure of investment appraisal than 


net income (or retained earnings as the case may be) 
to equity investment, or than operating income to 
capital employed. 

Boards of directors have seized on cash flow with 
enthusiasm; it is a larger sum than net income and 
shows as a larger percentage of equity. Many American 
corporations give this ‘cash flow per cent of equity 
capital pride of place over the net earnings ratio. 
Official accounting opinion has frowned disapproval, 
in general terms. It is when one looks at the ten-year 
spread that the fallacy becomes obvious. When, in 
every year of a ten-year period, cash flow is greater 
than net income, the only possible conclusion is that 
the business is engaged in gradual liquidation of its 
non-cash assets. The simple fact is that depreciation 
shows in the profit and loss account but replacement 
does not; and so the latter, the negative cash flow, goes 
unnoticed in this context. 

Properly speaking, cash flow is the change in the cash 
balance at the end of the year from the beginning. It 
can be analysed into retained earnings plus or minus 
non-cash revenue account items, plus and minus 
changes, via cash, in other balance sheet items. As 
such it bears no significant relationship to investment. 


Depreciation — truth is better than fiction 


It is considered axiomatic that accounting should reflect 
actual events as closely as possible and that only 
insufficiency of information (especially as to the future), 
currency value fluctuations and practical limitations 
on effort, permit approximations which are less close 
than is recognized to be possible. True depreciation - 
the diminution in the present value of future net 
benefits during the year — would, if such present values 
could be even approximately estimated, be better than 
arbitrary apportionment of total depreciation among the 
intervening years. 
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Analysts it is said, remove depreciation — ав in the 
‘cash flow: gross assets’ formula already mentioned — 
because of the variety cf methods of depreciation 
practised by accountants. A more precise reason is that 
the gradual diminution in asset values is not, in the 
words of the American Accounting Association, 
‘co-ordinated with revenue from the assets being 
depreciated’.1 

The investor’s principal measure of appraisal is the 
relationship between the net profit or operating yield 
for the year and the net investment at the end or 
beginning date, or the average of the two. He can take 
this for a number of years but for each one of these 
years the essential relationship is the same. For this 
criterion to be reliable, a diminishing asset value must 
be matched by a diminishing net benefit per annum. 
Space does not here permit of a detailed consideration 
of this question, but the practical conclusion may be 
that depreciation charge should be fitted to estimated 
maintenance expense and gross benefits in such a way 
as to produce equal net benefits per annum. 

Equal net benefits imply constant capitalized value 
and investment in use assets can be included in the 
formula, for comparison between years and between 
different companies, at cost. Depreciation allocated 
over the years in this way would not, except by 
chance, correspond to true physical or monetary value 
depreciation, but it would provide investors with more 
useful information than the most elaborate estimation 
of true depreciation. 


Debenture issue discount — double counting 


When debentures are issued at a discount, repayable 
upon a set date, the cash incidence is clear. The dis- 
counted amount is received and, if redemption is to be 
made out of retained earnings, this amount must be 
appropriated over the years and the extra sum covering 
the discount must be set aside during the same period 
as a charge in the profit and loss account. 

'The same applies, of course, if the debentures are 
issued at par and repayable at a premium. The рге- 
mium in this case is a charge against profits. Orthodox 
accounting procedure sets aside the discount twice 
over; but if the arrangement is by way of premium on 
redemption, this does not happen. 


I llustration 


£10,000 ten-year 6 per cent debentures, issued at go on 
January ist, 1967. 


6 Per Cent DEBENTURES ACCOUNT 
(Repayable January 155, 1977) 





1967 £ 
Jan. 1 Cash 90,000 
Discount .. 10,000 
£100,000 











1 А Statement of Basic Accounting Theory (1966). 


ACCOUNTANT 


July 29th, 1967 


DEBENTURE Issue DISCOUNT ACCOUNT 
1967 i 
Jah. x 6 per cent de- 


bentures .. £10,000 











End-of-year journal entries: 


1967 £ £ 
Dec. 31 Profit and loss account .. Dr. 
To debenture issue discount .. 


Annual instalment written off . 


Profit and loss юрер ас- 
count : zs 


To debenture redemption sink- 
ing fund 


Amount transferred. 


10,000 


10,000 


Accounting procedure conceals, in some measure, 
the fact that the charging of expense in the profit and 
loss account really records and gives effect to the 
recovery out of gross earnings of the equivalent of 
money paid out, or to be paid out, in respect of the 
year of account. The debenture issue discount debit 
represents money to be paid out when the рама 
fall to be redeemed. 

The above procedure sets aside {11,000 a year for 
ten years, £110,000 in total. The discount is provided 
twice over. 

If the issue, using the same amounts, had been made 
in terms of par value upon issue with a premium on 
redemption, the book-keeping would have been as 
follows: 


6 Per Семт DEBENTURES ACCOUNT 
(To be redeemed January 1st, 1977, in the amount of 
£1¢0,000) 
1967 
Jan. 1 Cash, par 
value £90,000 


— 
: . & & 
End-of-year journal entries: 
Profit and loss account Dr. 1,000 
To Debenture не premium 
account : 55 . 1,000 
One year's instalment of premium. 
Profit and loss approprier 
account . Dr. 9,000 
To Debenture redemption ры 
fund i 9,000 


Amount transferred. 


The money, received and paid, is the same but the 
accounting is different. It is submitted that in the for- 
mer illustration {£90,000 only need be appropriated 
over the years to the sinking fund. £10,000 would still 
be invested each year in ear marked investments, equal 
to £1,000 out of gross earnings (a ‘non-cash’ expense) 
plus £9,000 out of net profit as an appropriation. 
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UNITED STATES 


American Institute’s Recommendations on 
_ Travel Expenses 


HANGES in income tax regulations affecting persons 

with moving costs and business travel expenses were 
among eighty-three recommendations made to Congress on 
Thursday of last week by the American Institute of 
Certified Public Accountants. 

The recommendations were presented to Mr Wilbur D. 
Mills, Chairman of the House Ways and Means Com- 
mittee, and Mr Russell B. Long, Chairman of the Senate 
Finance Committee, by Mr Donald T. Burns, c.p.a., 
General Chairman of the American Institute’s Committee 
on Federal Taxation. The proposed changes were also sent 
to all members of Congress. 

The recommendation on travel expenses states that a 
taxpayer should be allowed deductions for cost of meals 
incurred on a business trip whether or not the trip keeps the 
taxpayer away overnight. At present the Internal Revenue 
Service does not allow such deductions unless the taxpayer 
is kept from home for one or more nights. 

A second recommendation suggests that deductions for 
relocation costs be granted to persons moving to new areas 
of employment, and to self-employed persons moving their 
businesses to other localities. It is also proposed that tax- 
payers be permitted to deduct expenses directly related to 
seeking employment, whether or not employment is actually 
obtained. 


. Accounting for Taxes 


Tu American Institute's Accounting Research Study 
No. 9 assumes that a debate no longer centres on alloca- 
tion as opposed to non-allocation, where depreciation 
claimed for income tax exceeds that in the books. Mr 
Brendan J. Meagher, a partner in charge of the Rochester 
(New York) office of Messrs Price Waterhouse & Co, 
claims in the Financial Executive for May that such ап 
assumption was completely out of place in a research study, 
for there was a great difference of opinion on the merits of 
allocation. He said that the managements of a number of 
major companies have told the American Institute of their 
concern with Accounting Research Study No. g. Also two 
of the members of the Project Advisory Committee dis- 
sented from its conclusions. 

Mr Meagher urges that the allocation theory was un- 
supportable. There can be no liability, for there is no 
acknowledged debt between business and the Government, 
and there was no determinable due date for payment of the 
*tax', nor any means of predicting changes in the law and 
regulations. Hence a business cannot have incurred a 
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deferred tax cost. There is no evidence in the study that 
financial reporting is improved by creating deferred tax 
transactions. It was not proper to relate income tax cost, as 
a general rule, to a particular item, such as depreciation, in 
the financial statements. 'T'o attempt to split up the tax bill 
and relate it to a multitude of particular items was an 
exercise in futility. The amount of tax to be paid was sub- 
ject to the needs and political requirements of the Govern- 
ment on the one hand and the decisions of management on 
the other. · | 

Mr Meagher would have the order reversed. First, there 
should be a presumption that a business pays only the tax 
required of it by the Government, and that such tax was its 
cost for the period in question. This recognized, as does 
the tax law, that financial income and taxable income were 
simply not the same. Material non-recurring differences 
should be examined on a case-by-case basis, he conceded, 
and if a reversal can be foreseen within, say, five years, the 
tax effect should be recorded. The greatest need now was 
for management to take an interest in the subject. 


BELGIUM 


Company Law Reform 


INCE January 1952 a Commission set up by the 

Minister of Justice under a Royal decree has been 
considering the reform of Belgian company law. To facili- 
tate the work the Commission was divided into sections to 
deal with various aspects of the subject, and the recom- 
mendations dealing with the legal requirements for joint- 
stock companies are referred to in a recent issue of the 
Revue Belge des Sciences Commerciales. 

Among the recommendations made are the abolition of 
the requirement of seven promoters for the formation of a 
company; the fixing of the minimum capital of a joint- 
stock company at one million francs - that being the sum 
comparable to the minimum fixed by other Common Market 
countries; the retention of shares without a nominal 
value; the issue of shares without voting rights and shares 
of no par value; and severe restriction on the purchase of 
its own shares by a-company. 

An important proposal is the division of the board of 
directors into a supervisory board and a management 
board. The former would exercise control of the manage- 
ment without intervention in the business of the company 
nor representing it vis-d-vis third parties except in actions 
against the management. Its authorization would be neces- 
sary for matters affecting the general policy of the com- 
pany, for certain matters covered by statute or specially 
mentioned in the company’s articles, and for any action or 
decision in which a member of the management might 
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have а direct ог indirect personal interest. The effective 
and continuing management of the company would be 
entrusted to a single mansging director or a group of 
directors giving all their time to the company’s business 
and forming the management board. They would be 
nominated by the supervisory board and be empowered 
to act in any way necessary or useful to the company's 
objects, except for those mztters reserved to the general 
meeting. 

. It is envisaged that auditcrs should be essential for all 
joint-stock companies and not only those inviting public 
subscription. They would зе appointed at the annual 
general meeting from members of the Institute of Com- 
pany Áuditors. It would be their responsibility to confirm 
that the annual accounts give a full and accurate view of the 
financial situation. In regard го the accounts it is recom- 
mended that a complete and correct entry of all the com- 
pany's operations should be гладе daily in accordance with 
the usual rules of accounting by double entry based on a 
system suitable to the requirements of the company. The 
balance sheet must set out -he position correctly and in 
full, and-the profit and loss zcount must show a true and 
detailed statement of the rece pts and profits as well as the 
expenditure and charges. Sorre directives for the valuation 
of various items are suggested, and to facilitate the com- 
parison of successive balance sheets the method of valuation 
Of certain items, as well as the method of amortization and 
the composition of the reserves should be precisely indi- 
cated for each item on a statement annexed to the balance 
sheet. 

It is recommended that the ‘management report’ should 
set out in detail the company’s position and the progress 
of the business during the financial year, and include -an 
explanatory commentary on the accounts. It should 
mention any liabilities not shown in the accounts, and 
every factor which might exercise an appreciable influence 
on the company's position. H the management consider 
that disclosure of certain information would be seriously 
detrimental to the company taey should be able, with the 
agreement of the advisory board, to omit it from their report 
on condition that the decisiom must be communicated to 
the auditors at the same time as the report itself, and that 
the written reports of the rele. ant meetings of the manage- 
ment and supervisory boards expressly mention this 
information and the opinions voiced by each of the man- 
agers on the subject of eventual disclosure. 


NEW ZEALAND 


Society's University Degree Proposals Deferred 


ROPOSALS for the in'roduction of a university 
degree for membership have recently been the subject 

of a postal ballot among members of the New Zealand 
Society of Accountants. Over бо per cent of the Society's 
total membership recorded their vote in the ballot, which 
resulted in support for the prcposals by a narrow majority 
of 109 votes, or less than 2 рет cent of the total votes cast. 
The proposals put forwarc would have introduced in 
1972 a university degree as a prerequisite for membership, 
followed by a professional exemination controlled by the 
Society. In putting forward tkese proposals, the Society's 
Council took account of the introduction in 1968 of 
examinations for a Certificate in Commerce, holders of 
which would fill any gap which might have occurred in 
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the range of accounting or book-keeping services available 
to the public. а 

The holding of the postal ballot was the climax of two 
months’ intensive activity within the profession. Amend- 
ments to the Society’s rules to give effect to the proposals 
were to be placed before members at a special general 
meeting in June, but a postal ballot demanded by a group 
of opponents necessitated abandonment of the meeting. 
In the interim, statements supporting and opposing the 
proposals were circulated widely among members. 

Under the Society’s constitution, a postal ballot has no 
legal significance for a change of rules and a further meeting 
will be necessary to consider the amendments. However, 
in view of the wide conflict of opinion on the subject 
amongst the membership, the Society’s Council does not 
intend to proceed with the proposals this year. In the mean- 
time, the Society’s future educational policy will receive 
further study with the aim of eliminating some of the 
objections of the many critics of the proposals. | 


САМАРА 


Reports on Education 


НЕ Institute of Chartered Accountants of Ontario 

has published three reports on educational plans for 
the profession. Тһе first is by Dr №. A. MacKintosh, 
former principal and vice-chancellor of Queen’s Univer- 
sity, who undertook a major review of the educational 
plans of the Institute and, as a later extension, of the other 
provincial Institutes. Dr MacKintosh concludes that the 
plans for requirement of a university degree for admission 
to the profession may safely be instituted by the Ontario 
Institute and some of the others for 1970. There will 
be some stringencies, but all should be able to reach a 
uniform requirement in perhaps five years thereafter. Dr 
MacKintosh emphasizes that tomorrow’s accountant 
must be able to think in terms ‘of management problems. 
Whatever happens, the uniform final examination set by the 
various Institutes should continue. 

Another report, by the chairman of the Ontario Insti- 
tute’s Transition and Educational Policy Committees, 
sees university education as necessary to develop the 
student’s reasoning power and his interest in change and 
ability to cope with it. It says that a continuation of the 
double standard by which the large national firms recruit 
from the universities and the smaller ones from the high 
schools, would constitute a divisive threat for the profession. 

The third report, by Mr I. E. Millie, c.a., discusses the 
use of technicians in accounting firms. Many duties now 
carried out by technicians were only recently handled by 
members of the profession. Mr Millie suggests that gradu- 
ates of Institutes of 'l'echnology and the developing 
Colleges of Applied Arts have levels of education adequate 
for the duties of technicians and he recommends the award 
of appropriate certificates. 


NETHERLANDS 


First Meeting of Mew Institute 


T the first meeting of the new Nederlands Instituut van 
Registeraccountants held in Amsterdam there was an 
attendance of more than eleven hundred members from the 
four accountancy bodies now comprising the new Institute — 
the Nederlands Instituut van Accountants, the Vereniging 
van Academisch Gevormde Accountants, the Nederlandse 
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Broederschap van Accountants: and the Nederlandse Unie 
van Accountants. 

Mr A. F. Tempelaar, the newly-elected President of the 
Institute (formerly President of the Nederlands Instituut 
van Accountants) presided over the meeting which was 
addressed by Mr J. L. M. van Son, the State Secretary for 
Economic Affairs, and Mr J. Kraayenhof, a past President 
of the Netherlands Institute. 

Members of the Council of the new Institute were elected 
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as follows: Mr A. Е. Tempelaar (President), Hengelo-O; 
drs J. Los (Vice-President), Amsterdam; Messrs B. de 
Bakker, Rotterdam; J. M. A. Borstlap, The Hague; D. J. 
Brandenburg, Breda; drs G. J. Kramer, Eindhoven; Mr J. 
Melse, Rotterdam; drs F. H. von Meyenfeldt, Groningen; 
Professor J. Nathans, Amstelveen; drs D. G. van Til, 
Santpoort; Messrs J. Toutenhoofd, The Hague; B. J. 
Udink, The Hague; H. Vermeulen, Eindhoven; drs J. G. 
de Weger, Bussum; Mr J. C. Wisse, Rotterdam. 


Computers and Investment Research 


Mec of the work in developing computer 
applications and quantitative techniques has been 
devoted to the solution of problems within the in- 
dividual company. This emphasis is right, since the 
improvement of management techniques must have 
first priority. Private investors and the managers of 
institutional funds, however, have quite a different 
problem; that is to invest their funds in such a way as 
will maximize their return in terms of income and 
capital appreciation. In this field we may well be on the 
threshold of significant advances in techniques. The 
widespread nature of these advances was outlined 
at length at the proceedings of a conference held 
on January 17th last by the SCAN Division of 
Intinco Ltd on The Future of Computers in Investment 
Research}. 

When considering the problem of which stocks to 
buy or sell, how is the investor to be able to carry out 
the selection in such a way as to maximize his overall 
return? To answer this question satisfactorily, the 
investor will need a sound appreciation of the following 
three factors: 


(a) What will be the future pattern of earnings of the 
company? 


(b) What will be the future price level of the com- 
pany’s shares? 


(c) What is the level of tax on income and capital 
gains of the investor? 


To a certain extent the first two factors are linked 
together, in that a rising level of earnings should im- 
prove the share price and a declining level depress it. 
The share price may, however, move quite inde- 
pendently of earnings, due to general market move- 
ments and to the time-lag that usually occurs before the 
share price is corrected for changes in earnings. Tax 
cannot be ignored since the gross and net return — as 
between charities and private investors, for example 
— may vary widely in different situations, e.g. in 


1 Intinco Ltd, 146—148 Clerkenwell Road, London ЕСт. 
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„ће tax-free band of Government security prices. 

Any sound investment policy must take into account 
all the factors which make for changes in the share 
price and be able to relate these to a wide range of 
issues. This task of evaluating data pertaining to a 
large number of companies and processing the results 
through a selection system, is one admirably suited to 
computer techniques. As the methods of selection 
become more sophisticated, the computer will become 
much more essential to their full development. 


Basic data requirements 


In forecasting future trends one cannot ignore entirely 
the past record of a company. Its cyclical behaviour and 
basic trends will be the starting-point in forecasting 
future earnings trends and share price behaviour. One 
of the basic elements must therefore be the accumu- 
lation of historical data over a number of years for each 
company covered. 

Where a firm is to maintain its own record of data 
relating to investments, the data requirements will be 
determined by the type of selection system that it will 
use. This will normally include details of company 
earnings, assets and liabilities, share price, scrip and 
rights issues, and so on. Where, as will be discussed 
later, the file of data is built up as a comprehensive 
service for a number of clients, all data likely to be 
required by any user must be incorporated. 


Selection systems 


Many systems of investment have been devised over 
the years: ‘chartists’, ‘high-yield portfolios’, etc., being 
among those frequently discussed. Each system 
usually defines a distinctive set of rules that are auto- 
matically applied in the selection process. Most of such 
systems date back to pre-computer times and can be 
operated through tests not requiring a computer for 
evaluation. | 
The management of a portfolio of any size, however, 
does bring into question whether manual methods are 


sufficiently adequate, in terms of either time or cost, to 
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select from the wide variety of issues available, those 
which will give the best overall return. The criteria by 
which such selections are made, moreover, are founded 
upon basically historic data. However valid may be the 
projection of past trends into the future as a forecasting 
technique, it cannot obscure the fact that it will only be 
future events which will determine earnings and price 
movements. 

‘High yield’ systems, for example, set out simple 
criteria against which an issue must be judged, і.е. 
market capitalization must be above a certain level, 
share price must be above the level of a year ago, and so 
on. Issues which satisfy such criteria are then ranked in 
-order of yield and a certain number of those showing 
the highest dividend yields are selected. Often such 
systems provide rules for the sale of shares upon the 
happening of certain events, e.g. when the dividend is 
omitted. 

The reasoning behind systems such as the ‘high 
yield' 1s that shares conforming to stated requirements 
are assumed to give a better overall performance than 
The Financial Times index. They до not in any sense 
depend upon any forecasting of future trends in in- 
dividual company earnings or sectors of the economy. 

More sophisticated systems of selection will in- 
corporate some degree of forecasting future earnings 
patterns and, because of the degree of sophistication 
involved, will be used in the main by professional 
portfolio managers. Buying and selling opportunities 
will occur when the share price has not adjusted .to 
changes, actual or prospective, in earnings. Such 
systems will thea largely depend upon analysts pro- 
jecting earnings trends, and comparing their estimate 
of the share price on that basis with the current share 
price. 


Integration 


Future trends in selection systems indicate that the 
next step will be to integrate macro-economic factors 
into the selection system. This will enable the trends 
which affect future earnings to be identified much 
earlier. Тће prerequisite of such a system is, of course, 
‘the development of macro-economic models that are 
‘both reasonably reliable and are able to provide the 
detail necessary to integrate with the share selection 
process. To this will inevitably be added further 
research to identify those factors which influence 
the market price and methods of correlating them in 
` а deterministic model. 

Particularly in the present stage of development, it is 
essential to obtain some assessment of the effectiveness 
of the system and investment policy adopted. Has the 
portfolio performed better or worse than The Financial 
Times index? How does its performance compare with 
that of other portfolios? These are the sort of questions 
which one should be able to answer. 

It should be recognized that comparisons with The 
Financial Times index relate only to the gain or loss in 

· capital value. While this may reflect the major element 
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of return on an investment, it is not the only one. The 
return can only be properly expressed as the dividend 
income during the period the share is held, plus the 
gain or loss in capital value. 

Moreover one cannot ignore the effects of taxation. 
The rates of tax on income and capital gains will vary 
as between individuals and the various types of in- 
stitution, with the result that issues that are best for one 
type of investor may not be so for others. In the writer’s 
view, the only real measure of performance is the net 
(after-tax) return from both dividends and capital 
gains on the portfolio as compared with the same 
measure of return on The Financial Times index, or the 
500 share index. E. 


Computer time sharing 


It can be seen that a comprehensive system of portfolio 
control can only be achieved by the accumulation of a 
considerable volume of data on a wide range of com- 
panies, research into factors affecting market prices, 
and the development of these factors into a system of 
selection and portfolio review. Large areas of this work 
will be common to most investors and there are obvious 
attractions to the central recording of data which can 
then be available to users on a time-sharing basis. 

Àn extremely interesting part of the Intinco report is 
devoted to the possibilities of developing a common 
pool of information on stocks and, to a certain extent, 
the use of common areas of portfolio management. 
Computers are currently available that are capable of 
storing the required volume of data and common 
programs that may be used. The principal develop- 
ments that are taking place are in the field of direct 
data links between user and computer that will make 
the central file of data immediately available. Direct 
lines to the computer, or via the G.P.O. system, will 
enable the investment manager or analyst to interrogate 
the computer and obtain an immediate answer. 

In addition to the common data and programs, some 
firms may want to have more specialized data and 
programs which go beyond the common system. Such 
individual requirements can also be accommodated on 
the same computer and availability restricted to that 


‘one user. The problems of security for such services 


seem to have been overcome through the use of coded 
call signs and security links in the computer itself. 


Conclusions 


'The bringing together of advances in computer tech- 
nology through improved data links and ‘on-line’ 
access to computers at the same time as research has 
progressed into selection techniques, and general 
portfolio management and appraisal, offers the prospect 
of a great step forward in investment research. It also 
means progress in an area where the commonality of 
information can be catered for by the use of common 
facilities. If the contributions at the Intinco conference 
were апу guide, the next few years will see great 
advances in this field. ... ; 
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Financial Planning 


and the Art of Borrowing – Il 


with particular reference to the smaller company 


SOURCES OF FINANCE 


The bank overdraft 


F all the forms of finance available to a business the 

facilities which are offered by the joint-stock banks in 
the U.K. are unique in their flexibility, economy and 
simplicity. No other source in this country can combine such 
attractions, while outside this country such advantages are 
the exception rather than the rule. 


52. In a word, the British banker is an expert at lending 
amounts of almost any size and at low cost, but repayable on 
demand and on terms which provide the lender with a 
high probability of repayment. As a result, any borrower 
whose circumstances can be made to fit into these con- 
ditions will be wise to make full and proper use of bank 
credit. The total of such advances ranges between five and 
six thousand million pounds and greatly outweighs all other 
sources of short-term finance. 


53. The raté of interest charged on an overdraft is likely 
to be of the order of 1 per cent or 14 per cent over Bank 
rate, with a minimum of 5 per cent or 54 per cent. The rate 
depends to some extent on the way in which the accom- 
modation is used. 


54. It follows from this description of the banker's 
function that the finance which he affords must usually be 
devoted to the acquisition of assets which can in their turn 
be realized with little loss at short notice. Thus, a bank 
overdraft will find its proper use in financing current assets 
- raw materials, work in progress, goods awaiting sale 
and debts. Provided the banker sees his advance well 
covered by assets of this nature he is likely to renew his 
support every time it comes up for review. 


55. On the other hand, when the banker realizes that 
what started life as a bill of exchange has become ossified 
into a mortgage and is no longer financing a purely mer- 
chanting position, then however good his security may be 
he will begin to find occasion to suggest to his customer that 
some alternative form of finance for at least part of the over- 
draft would be conducive to his greater co-operation. The 
idea will be put forward, in the banking vernacular, that 
the hard core of the overdraft should be funded. However 
hedged about by euphemism, the stark reality remains that 
the lender would like some of his money back. 


56. It is too often only at this point that the inexperienced 
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borrower starts to consider the alternative sources open to 
him, each with its advantages, disadvantages and price, 
but he would commend himself more to his banker if he 
were able to appreciate for himself just how far he could 
properly depend on his banker's support. 


57. It would, however, be misleading to suggest that a 
banker will never finance the acquisition of fixed assets. To 
some extent his response to a request for such facilities will 
be influenced by factors over which the borrower has no 
control. These include directives from the central bank (as a 
mouthpiece of Government) and the state of liquidity in 
which the particular bank happens to find itself at the 
moment when a request is made. Politically powerful 
groups may also be in a position to exert influence on the 
broader policy of bankers. 


58. It would be idle, too, to pretend that an application 
for finance to any source is not affected in some degree by 
the skill in presentation of a project — or even by the personal 
relationship which exists between the individuals who face 
each other across the table. 


59. Fortunately, the very real competition which still 
exists between banks is, in normal times, the best pro- 
tection the customer can find if he feels unfairly rejected. 
One of the unfortunate results of a credit squeeze, however, 
is the growth of arrangements between banks which may 
have the effect of making it difficult for an aggrieved 
customer to move his overdraft to what appears to be a 
more sympathetic lender. 


бо. The ideal pattern of overdraft lending from the 
banker's point of view is on an account whose balance 
swings widely in a regular cyclical pattern. Тће period of 
the cycle may be monthly (to correspond with the collection 
of receivables), annually (to reflect such realities as crop 
purchases or a seasonal sales pattern) or otherwise. When a 
banker reviews an account to consider renewing or revising 
the arrangement, he will have before him a table of the 
maximum and minimum overdraft and credit balances 
each month for the past few years. If these reveal a healthy 
swing, an application for renewal is at least off to a flying 
start. 


61. Where bank facilities have been specifically offered to 
finance the acquisition of fixed assets, the lender is likely 
to ask for an agreed repayment programme settled more or 
less by negotiation at the outset. It is clearly important 
that the borrower should ensure that the resulting com- 
mitment falls well within the cash flow which is expected 
to be available. 
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62. There аге those who believe that the creation and 
registration of a formal charge over the assets of a business 
in favour of a banker has an adverse effect on the bor- 
rower’s credit standing. As a result, they resist a banker’s 
request for security even at the cost of restricting the credit 
available to the business. 


63. While this must remain a matter of opinion, it is the 
writer's view that whatever force this argument may once 
have had, it has long been dissipated by a growing apprecia- 
tion of the short-sightedness of not making full use of 
borrowing power. It follows from this that a company which 
registers a charge in favour of its bankers is at least as 
likely to be in the process of exploiting its resources to the 
full as of staving off its final dissolution. But old prejudices 
die hard. | 


64. When security is taken by а company’s bankers it will 
normally give the bank first claim over all the company’s 
assets by fixed and floating charges, with the right to 
appoint a receiver and manager to meet the bank’s claims. 


65. The fixed charge will relate to those assets the disposal 
of which the lender wishes to control and where this 
restriction is acceptable to the borrower. It will normally 
apply only to real property. 


66. The floating charge will cover all those assets over 
which the borrower must retain complete control ~ usually 
everything other than real property. 


67. This leaves the borrower quite free to sell or replace 
the assets without reference to the lender so long as the 
charge continues to float. If all goes well, the borrower 
retains his rights, but in certein circumstances the floating 
charge is said to crystallize, whereupon the borrower loses 
his right to deal with the assets subject to the charge. 


68. The events which may bring about crystallization 
will usually include such harbingers of doom as a winding- 
up order, the appointment of a receiver or the commission 
of what would be an act of benkruptcy if committed by an 
individual. 

69. In the case of the smaller private company, par- 
ticularly in the absence of fixed assets upon which the 
lending banker can take a charge, the directors may well 
be invited — perkaps requirec ~ to support the company's 
own credit-worthiness by personal guarantees, either 
limited or unlimited. When this is made an absolute con- 
dition the directors may be left with no option, and if 
accepted it is tantamount to surrendering much of the 
protection afforded by the use of a limited liability com- 
pany. There is no doubt that it should only be accepted on 
the understanding that a release of the guarantees will be 
granted as soon as a certain measure of success has been 
achieved. In the absence of such an arrangement a guarantee 
may linger on, forgotten by all but the bank, until the 
death of the guazantor. If the company's position is then 
unstable it may be difficult for the executors to obtain a 
release of the guarantee unless another, of equivalent value, 
can be substituted. 


7o. In passing, it is at least for consideration whether a 
request for unlimited guarantees by the shareholder/ 
directors in a small private company will not in future tip 
the balance of advantage to trading either as a partnership or, 
perhaps, through the medium of an unlimited company. 
Both these alternatives offer the advantage of continued 
privacy in such matters as turnover, borrowings and 
proprietor remuneration. In addition, a partnership may 
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sometimes offer small tax savings, particularly where the 
number of participants exceeds four, their shares of profits 
exceed some £4,000 per head, and where they are without 
other sources of income. There may also be advantages if 
capital gains are achieved. _ 


71. While the appointment by a bank of a receiver may 
well be the signal for the ultimate collapse of a business, 
this is not necessarily so and not a few flourishing companies 
of today have gone through this experience in more difficult 
times. The restraints imposed by an experienced receiver 
tay on occasion be all that an over-enthusiastic management 
needs to find success, but this thought will be of small 
comfort at the time. 


72. Standing by itself, a banker's debenture will nor- 
mally charge all a company's assets. By arrangement, 
however, such a debenture may be either restricted +0 
certain classes of assets, or deferred as to certain classes and 
in respect of certain other borrowings. 


73. Thus it can be arranged — ard sometimes is — for a 
banker to secure himself primarily by a first floating charge 
on such current assets as stock, work in progress, debts and 
cash. If the borrower also owns fixed assets such as land 
and buildings, these assets will then be left free to be offered 
as security to some other lender. 


74. А division on these lines of the assets available as 
security for borrowing fits in logically with the pattern of 
current assets being financed by a banker and fixed assets 
being financed on some longer-term basis. If current 
assets shrink as a result of sales exceeding purchases, the 
normal consequence is a reduction in both bank overdraft 
and the assets on which it is secured — and vice versa. 


75. It may well be, of course, that a banker is asked for 
greater facilities than can be supported on the current 
assets alone. If the fixed assets are already pledged to 
another lender — probably a long-term source, and by a 
first fixed charge — there is, normally, no difficulty in 
arranging for the bank to take a second fixed charge over the 
fixed assets. This will assure to the bank whatever surplus 
there may be after repaying the first charge from the 
proceeds of realization. 


76. The final piece of this jigsaw fits into place when the 
long-term lender is asked to provide more than can be fully 
secured on the fixed assets alone. This occurs if, in effect, 
the whole cost or value of the fixed zssets is being obtained 
on a.long-term loan basis. Ín this event, the long-term 
lender may well seek a second charge behind the bank on the 
current assets. 


77. The resulting arrangement, sometimes referred to as a 
sandwich debenture, although perhaps at first sight com- 
plicated, has at least the virtue of logic coupled with a 
practical convenience and acceptance by bankers and other 
lenders. 


` 78. So far as the borrower is concerned, the whole of the 
available assets have been charged, one way or the other, to 
secure finance from two sources — cne long-term and one 
short, and the mechanics of the operation are of little signi- 
ficance once the documents have been settled. 


79. Whether a bank is providing all or only part of a 
borrower's external finance, the question must arise as to 
what limits will be imposed by the lender and how they are 
likely to be calculated. 


8o. In considering how far he is prepared to support his 
customer a banker will be influenced by several factors — 
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not least his assessment of-the ability and integrity of those 
responsible for ensuring repayment and the bank’s existing 
connection. Beyond this, he will consider, inter alta, 


recent trading results, the position revealed by the latest 


balance sheet (in particular the adequacy’ of . working 
capital) the nature and prospects of any new project for 
which his support 18 requested, the realizability óf the 
assets which will be acquired by his customer, arid the 
extent (if any) of the security which his customer is рер 
or able to give. 


. 81. Within these broad principles, a. banker will on 
occasion take some note of arbitrary ratios. He тау, for 
instance, add together appropriate fractions of his valuation 
of the borrower's free assets so as to arrive'at a total which 
can be regarded as reasonably safe. For example, it would 
not be unusual to take two-thirds of the value of land and 
buildings and, perhaps, a half of the book value of stock and 
debtors, and to assume that if total borrowings fell within 
this figure there was little need for anxiety on the banker's 
part. provided that there were no other storm signals flying. 


. 82. The use of such ratios is, however, mentioned with 
some diffidence. They tend to be relied upon more by the 
junior manager than by the experienced banker called upon 
to consider and approve major advances, and in-any case, 
they will be of little help in charting a course when the bank 
is already heavily committed to a borrower who is pressing 
for more support. 


83. It is here that a banker needs all his virtuosity and 
flair. He is faced with a position in which his customer may 
already owe him more than he would be prepared to advance 
ab initio, and yet he is asked for more on the ground — 
implicit if not explicit — that, if withheld, repayment of the 
existing loan may be prejudiced. 


84. This is a Siren song, and the wise banker will tie 
himself tightly to his counter before listening to it. He 
must balance the risk of the immediate loss to be expected 
upon an outright refusal of increased facilities against the 
possibility of an even greater loss if the business is supported 
further. Nevertheless, this is a chance the banker often has 
to take. It is a truism to say that the wise borrower will 
avoid putting his banker in this dilemma ~ it must destroy 
any residual кшн the banker шау have in his 
customer. 


85. In negotiating an € the borrower can com- 
fort himself with the knowledge that advances to customers 
form traditionally the most lucrative use to which a banker 
can devote his resources. He is, therefore, always looking — 
and looking competitively — for suitable borrowers. 


86. It is interesting to note that whereas in the early 
decades of this century the London clearing banks were 
prepared to see 60 per cent or more of their deposits 
employed in advances, this proportion fell to about 4o 
per cent in the slump of the thirties and — almost in- 
credibly — to less than 20 per cent by 1945. Subsequent 
recovery, despite inflation, has only brought this pro- 
portion back to around о per cent. 


87. In theory, therefore, and Government directives 
apart, there would appear to be scope within the banking 
system for.a substantial increase. in overdraft lending. Ап 
increase of то per cent would release almost £1,000 million. 


88. At the present time, of course, the banks are each 
obliged to limit their advances to 105 per cent of the total 
at March 1965. Such an arbitrary quantitative control 
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must tend to-direct the initiative of any bank near its 
ceiling merely to substituting higher grade lending for 
lower. This inevitably penalizes the small and speculative 
borrower and assists the larger and better established. 


* 89. As the Jenkins Report made clear, this ‘under-lent’ 
position of the banks has favoured a broadening of the 
traditional field of bank lending, but there remains, no 
doubt rightly, a reluctance to venture much of a bank's 
resources. beyond the temporary uses readily assessed by 
branch managers. 


Industrial and Commercial Finance Corporation 
Limited 1І.С.Е.С.” 

9o. The close relationship between I.C.F.C. and the banks, 
who are its shareholders, makes it logical to step from the 
one to the other in an examination of sources of finance. 


. gt. LC.F.C. was set up in 1945 by the Bank of England, 
the English clearing banks, and the Scottish banks, and 
now disposes of some £80 million ~ a modest sumi when 
compared with the resources of the shareholding banks but 
nevertheless significant i in its own portion of the financial 
Spectrum. 


92. Its function is to assist the ЕТА and medium-sized 
business i in Great Britain which needs finance for expansion 
or development in amounts ranging from a minimum of 
£5,000 up to a maximum of {£300,000 on first application 
and up to £500,000 in all. 


93. It is in no sense a source of subsidized money and it is 
not under Government sponsorship or any special Govern- 
ment control — although, like other financial institutions, its 
operations may on occasion be subjected to directives 
through the agency of the Bank of England. Such directives, 
however, can only relate to the terms and nature of new 
business and cannot affect long-term contracts already 
concluded. This emphasizes a significant difference 
between a long-term arrangement and an overdraft. 


94. These facilities are essentially medium to long term, 
with repayment over periods of not less than ten years, and 
sometimes as long as twenty years. 


95. Such a contribution.to a company’s financial structure 
may take the form of loans or shares or a combination of the 
two. Its loans are usually secured — at March 1966 secured 
loans accounted for just over half its total facilities — and the 
form of security will always be negotiated in close col- 
laboration with a company’s bankers. The sandwich 
debenture described at paragraphs 72—78 is particularly 
common and is usually acceptable to a banker, although he 
may call for some element of replacement of his overdraft 
before postponing an existing charge over part of a bor- 
rower's assets. 


96. ''he extent of a company's borrowing power is, as 
we know, fixed within broad limits by various factors. 
Within these limits it is free to negotiate for loan finance 
on appropriate terms. Beyond these limits, a lender may. 
take the view that the risk of loss which he is being invited 
to accept is such that it will only be justified if he is to share 
= to'an agreed extent — in any profits which his financial 
contribution may make possible. 

97. This is the philosophy behind the practice of I.C. F.C. 
in occasionally subscribing for ordinary shares in com-. 
panies where it is providing a larger proportion of the total 
resources than would otherwise be justifiable. А 


98. The prospect of accepting an institutional: зћаге- 
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holder is often viewed with trepidation by the proprietors 
of a family company, and in a sense it is true to say that 
after his arrival the nature of the company will have 
changed, It may no longer be quite the same secret garden 
that it has been, but if the resulting greater resources are 
properly emploved, the participation of an outside share- 
holder should enhance the rewards of all concerned. 


gg. It may, on occasion, be difficult for the proprietors of 
a private company to reach agreement with an intending 
institutional investor as to the proper price to be paid for 
new shares to be subscribed. This is apt to follow not 
merely from the common tendency of vendors to over- 
valuation, but also from a vendor's firmly held conviction 
that projects still in an early stage of development are going 
to add substantially to future profits. 


тоо. While it is part of the art of investment appraisal to 
evaluate the present worth of future projects, it is fre- 
quently the case that a buyer will arive at a lower value than 
the seller. 'T'o resolve this difference, it is sometimes possible 
for LC.F.C. to agree to pay what may appear to be an 
inflated price provided the commitment to subscribe can be 
deferred until further evidence is available to justify it. 
Accordingly, a loan will sometimes be offered with an 
option to convert, in the future, some part of the advance 
into ordinary shares at a price above any figure which could 
be immediately justified. 


101. This arrangement has a subsidiary taxation advantage 
to the borrowing company. If an immediate subscription 
is made for shares (of any class) on the understand- 
ing, or with the commitment, that a dividend will be 
paid, there will, of course, be no corporation tax relief in 
respect of such dividends. On the other hand, interest 
payments on a convertible loan will be deductible for cor- 
poration tax provided the loan is made on terms which are 
reasonably comparable with the terms of issue of securities 
quoted on a recognized Stock Exchange. It can be assumed 
that in the case of I.C.F.C. comparability of terms will be 
accepted. 


102. The cost of long-term finance is always something 
higher that short term, but the relationship cannot be 
described in terms which meke the one a direct function 
of the other. In the case of I.C.F.C. it will, however, often 
be found that its long-term rate is about 1 per cent higher 
than the rate which the same borrower would expect to 
pay on bank overdraft. 


103. I.C.F.C. never plays any part in the management or 
direction of companies in which it invests, although very 
occasionally it seeks to strengthen its customers' board by 
making a suitable nomination. 1t is, however, able to 
advise its customers, if requested, on a wide range of 
matters, including flotation when this is desired. 


Insurance companies 


104. In the years since the war there has been a notable 
change in the attitude of insurance companies as to the 
extent to which they will contribute directly to the finance 
of industry. Published accounts show the degree of their 
involvement. in quoted investment - a quarter of total 
investments is not untypical — and this has been paralleled 
by direct investment in smaller companies, although usually 
by long-term loans secured over real property or long 
leaseholds with sixty or more years unexpired. 
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105. Тће company seeking long-term finance of this kind 
st.ould approach first the company, or one of the companies, 
already underwriting its normal insurance business. Only 
if this company is unable to offer facilities should the net 
be spread wider. 


тоб. Ап insurance company is normally concerned to 
find a secure, long-term, use for its resources so as to balance 
the long-term liabilities which it is, at the same time, 
accumulating. Thus, repayment over fifteen to twenty-five 
years will be quite usual. 


107. Repayment is normally by means of an endowment 
assurance policy, issued by the company making the loan, 
usually assuring the life or lives of one or more of the 
directors. 


108. The rate of interest quoted will be around 4 per cent 
more than the going market rate for first-class debenture 
stocks at the time of issue. The true cost, however, will 
depend upon the yield provided by the endowment 
pclicy. If a without-profits policy is taken out the effective 
cost of the money can be calculated (assuming survival) 
by a fairly simple D.C.F. computation. If a with-profits 
policy is selected, a forecast rate can be calculated assuming 
that past rates of bonus will be maintained, but the true 
cost will only be calculable after the completion of repay- 
ment, 


109. Occasionally it may be possible to arrange for 
repayment to be by instalments of principal. In this case a 
higher rate of interest will be quoted. 


1109. It is common for the lender to require the whole of 
the borrower's general insurance business to be placed 
wizh it, and perhaps to limit the lending to an agreed mul- 
tiple of the general premium income. 


z11. It should perhaps be noted that at the time of writing 
this source of finance is relatively restricted. 


Leasing back 


112. Ап alternative method by which finance can, in effect, 
be obtained from some insurance companies, and, indeed, 
from other institutional investors, is by a sale of a building 
occupied by the ‘borrower’ coupled with an immediate 
lezse back for a long period of years. 


#13. The value obtained is quite likely to bea full one, but 
the rental reserved by the lease will reflect this price so as to 
afford the institution an appropriate running yield. This 
уіе: will depend upon long-term interest rates and the 
security afforded by the lessee's covenant, and 18 likely to be 
in the region of 3-4 per cent over Bank rate, with periodical 
upwards revision. 


114. Perhaps more important than the rate of interest in 
considering this source of finance is the fact that the 
company raising the money is parted for ever from any 
appreciation that may occur in property values. 


1x5. Nevertheless; in certain circumstances, this can be a 
convenient and relatively simple method of increasing a 
company's liquidity. 


Pension funds 


116, The larger, self-administered, pension funds, whether 
for nationalized bodies such as the Coal Board or for 
industrial companies, are, within limits, prepared to invest 
directly in industry either by loans, by subscription for 
shares, or by lease-back arrangements. 
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117. The amounts available vary considerably, depending 
on the views of the individual investment managers. 


118, An introduction to the managers of a fund is usually 
desirable through such an intermediary as a stockbroker. It 
must be expected that in the case of an unquoted company, 
ап investment will either be preceded by a detailed in- 
vestigation or will be restricted to a well secured mortgage 
loan. In either case, the period is likely to be fairly long - 
perhaps twenty years or so — while few funds are interested 
in sums of less than £100,000. 


Industrial hire-purchase — for the acquisition of 
plant and machinery 


119. As an effective source of medium-term finance, hire- 
purchase is simple, convenient and readily available. These 
advantages often outweigh its relatively high cost in com- 
parison, for instance, with a bank overdraft. 


120. Plant for acquisition on hire-purchase should have 

certain characteristics: 

(a) it should be capable of easy realization at a price 
likely to be greater than the balance at any time 
outstanding — that is to say, ‘it should provide its own 
security; 

(b) it should be readily distinguishable as a unit and not 
merge with the general corpus of plant; and desirably 

(c) it should itself generate a cash flow sufficient to meet 
the instalments as they fall due. 


121. The classical pattern of hire-purchase is that the 
hirer instructs the lessor to purchase goods to the hirer’s 
specification which are hired to him with an option to 
purchase after an agreed period of rental. Throughout the 
hire period, ownership remains with the lessor, finally 
passing to the hirer only on payment of some nominal 
amount - perhaps 105. 


122. In practice, the lessor may be the manufacturer or 
the retailer of the plant or — and this is more common — 
a financial institution which specializes in such contracts 
and has acquired the plant only at the request of the hirer. 
Tf the manufacturer or retailer enters into the hire-purchase 
contract, he may later sell or discount the benefit of the 
future flow of rentals to a financial institution, but the 
obligations of the hirer remain unchanged, and he may 
never know of the change in the beneficial ownership of his 
rental contract. 


123. The Radcliffe Report concluded that the proportion 
of hire-purchase devoted to the acquistion of industrial 
and farm equipment was relatively small. If commercial 
vehicles be included, the total in 1958 was probably not 
more than £100 million out of a total of боо million owing 
under hire-purchase contracts. 


124. Indications from Board of Trade беш and those 
published by H.P. Information Ltd suggest that by the end 
of 1966 hire-purchase might be providing {150 million 
towards the financing of productive assets. 


125. The acquisition of fixed assets through hire- 
purchase, and the proper reflection of the transaction in the 
hirer’s balance sheet, result in a minor problem of ас- 
counting terminology. Although the hirer is not the owner 
of the asset, it is universal accounting practice to show assets 
in course of hire-purchase in the hirer's balance sheet as if 
they were in fact owned by him. This clearly represents a 
divergence between legal and accounting mythologies which 
has been hallowed by time and convenience. Not least of its 
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advantages is that it emphasizes the need to provide full 
depreciation on a normal basis on account of the assets being 
50 acquired. 


126. For some moral support to this convention one can 
perhaps turn to the reverse side of the transaction — the 
entries to be made in the balance sheet of the lessor. Here, 
the converse practice is adopted and the values representing 
assets owned by the lesser are normally shown as amounts 
receivable – an equally imprecise but convenient accounting 
figment. Nevertheless, it has received the hallmark of 
the English Institute's approval in that it is accepted in the 
Recommendations on Accounting Principles (N 23). 


127. Аз with most longer- and medium-term arrange- 
ments, the cost of hire-purchase facilities is fixed at the 
outset and will not be affected by changes in the market rate 
for money. It will normally be found that any attempt to 
anticipate the instalments will only be acceptable to the 
lessor on terms which will provide little incentive to the 
hirer. 


128. The provisions of the Hire-Purchase Act of 1965 
are not likely to be of significance in the context of the 
present paper. Not only does this Act relate only to con- 
tracts where the hire-purchase price does not exceed £2,000; 
it does not apply at all where the hirer is a body corporate. 


129. Тће extent of the inquiries which will be made by 
the lessor will depend upon the amount involved and the 
general credit standing of the hirer. For any substantial 
amount there is likely to be a request for sight of a com- 
pany's accounts — indeed, an offer to facilities without 
such information may well be suspect in that it may in- 
clude a loading for an unknown credit risk. 


130. The length of the period over which payment for the 
goods is to be: spread will, in a major transaction, be a 
matter for negotiation in which the factors referred to in 
paragraph 120, (a) and (с) above may be in conflict, but 
three to five years may be taken as normal, subject, where 
appropriate, to current statutory requirements. 


131. А failure on the part of the hirer to comply with the 
terms of his contract must in the end involve him in loss. 
Although a responsible lessor will usually go to some 
lengths to avoid terminating the contract and recovering 
possession of the goods, this is the ultimate sanction. The 
lessor's readiness to recover will inevitably be influenced 
by the marketability of the asset — a Mini in the garage is 
less of a problem than a rolling mill on its foundations. 


132. The cost of hire-purchase will depend on the size 
of the transaction, the marketability of the assets, and the 
credit standing of the hirer, and is normally expressed as a 
rate per cent. This rate, however, is applied to the amount 
of the initial advance without credit for the periodic in- 
stalments to be paid by the hirer, with the well-known 
consequence that the true cost will approach twice the 
quoted rate, in fact it will be m ; where 7 is the quoted rate 


and z the number of regular instalments. 





Leasing 


133. The expansion of industrial leasing in recent years has 
represented little more than a widening to a general field of 
arrangements which have for long been commonplace in 
certain industries of which, perhaps, bootmaking has been 
the best known. 


134. With some impetus from American practice, leasing 
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is now recognized as a simple method of obtaining the use 
of assets without incurring єп equivalent capital liability 
or encumbering the company - and the balance sheet — 
with charges. 


- 135. These advantages are, of course, real and should 
not be overlooked, but in eszence leasing is an alternative 
to borrowing and, if both possDilities are open to a company, 
the relative costs can be calculated. It is likely that leasing 
will prove more expensive, zlthough it may be that this 
will be outweighed by the ccuntervailing advantages. 

136. А. leasing agreement :ог plant is likely to provide 
for two sharply differing levels of rental attaching to a 
fixed primary and an optional secondary leasing period. 
The rental in the primary period, lasting usually for three 
to five years, but sometimes up to ten, will in effect make 
good to the lessor the cost of che asset under lease together 
with virtually the whole of the charges which he adds to the 
net cost as his reward for providing the service. 


137. At the end of the primary period the rental will fall 
19 a nominal amount — perhaps £1 per annum per {£1,000 
of original cost. 


Hire-purchase, leasing amd taxation 


138. 'The deductibility for taxation purposes of payments 
made urider these types of comtract and the availability of 
investment grants will both intluence the choice of method. 


139. Under a hire-purchase contract, апа assuming that 
the asset is of an appropriate nature, the excess of the hire- 
purchase cost over the cash price will be deductible as a 
revenue expense, and investment grant — where relevant 
- will be given to the user on the amount of the cash price, 
or at least on so much of it zs is paid in the accounting 
period. | 


140. Where the use of plant is obtained under a leasing 
agreement with no option to purchase, the whole of the 
rentals will be deductible for taxation purposes but the 
benefit of the investment gran- — where appropriate — will 
be receivable by the lessor and will be taken into account 
in fixing the rentals in the primary period. Thus to obtain 
a quotation for leasing facilities it will be essential for the 
lessor to know whether the plant will be eligible for grant, 
if so, whether it will be located in a development area, and 
again if so, whether it will qualify for the higher rate. 


141. Where the lessor quotes a rate which gives credit for 
the receipt by him of an investment grant, he will be obliged 
to impose on the hirer certain obligations to enable the 
lessor to comply with the rec1irements of the Industrial 
Development Act 1966. Thus, the hirer must advise the 
lessor if he does not start to use the plant within six months, 
if he moves it out of a development area, or if he stops using 
it for a qualifying purpose — Тог example, if an on-line 
computer in a development area is switched to an off-line 
application. 

142. The costs of hire-purchase and leasing are somewhat 
difficult to compare, partly as a result of the differences in 
taxation treatment. The compzrison is materially affected 
by the period over which the user effectively receives the 
benefit of the investment grart and taxation allowances; 
and а D.C.F. approach is essenzial to a proper choice. 


143. Taking comparable terms quoted by one institution, 
it is possible to show that, altLough the net cash outflow 
on hire-purchase would be знр у lower than on a leasing 
basis, the true discounted cost favours leasing. 
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Merchant banks and bills of exchange z 


144. The early development of banking in England owes 
much to those merchants who added to their original deal- 
ings in goods some of the responsibilities of the banker - 
thus becoming in the fullness of time merchant bankers. 
Only in the latter part of the nineteenth century was their 
place as a major provider of financial facilities for trading 
purposes taken over by the joint-stock banks. 


145. The activities of the merchant banker have widened 
in scope as their proportionate share of direct lending has 
fallen, and today a merchant bank may spread its operations 
among such divergent fields as deposit banking, the financ- 
ing of international trade by the acceptance of bills of 
exchange, the flotation of loans for foreign authorities, hire- 
purchase finance, leasing finance, the management of 
investment trusts and. individual investment portfolios, 
executor and trustee work, bullion dealing, foreign ех- 
change dealing, company flotations, the direct provision of 
medium-term loans (usually to companies where flotation is 
likely), and general advice and services in financial matters. 


146. Perhaps the most publicized development in mer- 
chant banking has been in connection with take-over 
situations. A bank may be called upon in three principal 
ways: : 

(i) to act on behalf of the bidder to settle the terms to be 
offered, and to advise on the strategy to be adopted 
to make these terms attractive to the shareholders of 
the company bid for; 

(ii) to act on behalf of the bid-for company, either _ 

(a) to resist the bid by demonstrating to its share- 
holders the advantages of retaining their shares, 
ог, . 

(b) to obtain improved terms. 

147. For the purpose of this paper, however, we need to 
consider in detail only the nature of a merchant bank's 
direct contribution to the financing of commerce. Ex- 
ceptionally this may take the form of direct loans of short 
to medium term at rates which may be geared directly 
to Bank rate — perhaps with a margin of 2 to 3 per cent 
over. Such loans will often be made with a view to hastening 
the day when a market operation can be undertaken, and 
would normally be then replaced by some part of the public's 
contribution. 


148. More usual, and more to the banker's taste, is the 
acceptance of bills of exchange to qualify as bank bills for 
discounting at the finest rate. 


149. Although primarily a method of arranging for pay- 
ment to the exporter for goods moving into or out of a 
country, the bill of exchange is a flexible instrument which 
can be adapted to meet the needs of both home and overseas 
trade. 


150. The cost of bill finance falls into two elements. First, 
the bill needs to carry the acceptance or endorsement of an 
accepting house, that is to say, a name of undoubted standing 
universally recognized. For this acceptance a fee is charged 
by the accepting house, which may be of the order of 1} 
to 14 per cent per annum depending on the credit standing 
of the drawer. Secondly, the bill, which then ranks as a bank 
bill, may be discounted at a cost which is something just 
under Bank rate. 

151. On the figures quoted above, the total cost of bill 
finance is, in the majority of cases, likely to be much the 
same as the rate on a bank overdraft. Technically, however, 
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the use of acceptance credits is not borrowing and might 
not, therefore, fall within any limitation on borrowing 
imposed by articles of association or by a debenture deed — 
unless specifically provided for. 


` 152. Bank acceptances of this kind, normally not ex- 
ceeding three months usance, are nearly all bought by the 
London discount houses who in turn sell them to United 
Kingdom and foreign banks who can hold them as part of 
their liquid assets. In case of need they can be rediscounted 
with the Bank of England. 


. 153. All such bills must be used to finance a movement of 

goods so that they can ђе regarded as self-liquidating. 
Under present exchange control restrictions, the use of 
acceptance credits by foreign controlled companies is not 
subject to Bank of England consent, the granting of such 
facilities merely being reported to the Bank as they occur. 


154. Аз an indication of the extent to which bank accept- 
ances are used it may be noted that at the end cf September 
1966, there was some /620 million outstanding, apart 
from acceptances by the U.K. clearing banks. 


Factoring of book debts 


155. Although not strictly speaking a form of borrowing, 
the factoring of book debts — receivables — is an alternative 
source of working capital which may have attractions or 
which may, on occasion, be unavoidable. 


156. The factor — as understood in this context — 
normally provides two distinct services for his client, and is 
separately remunerated for each. 


.157. Firstly, he takes over, in effect the menagement of 
his client's sales ledger and undertakes all the functions of 
sales accounting, credit control and debt collection. In 
addition the factor guarantees the accounts of approved 
customers. For these services he charges a commission at 
an agreed rate which will depend upon the nature of the 
client's trade, the size of the average invoice, the volume, 
and the kind of customer. It is likely to be about 2 per cent. 


158. Secondly — and more relevant to this paper ~ the 
factor can improve his client's liquidity. On one system, an 
average maturity date for the client's invoices will be agreed 
having regard to the terms on which sales are made and to 
past experiences of the client's customers' habits. Each block 
of invoices is then credited to the client's account at the 
present value of the amount due on maturity, discounted at 
an agreed rate which will vary with Bank rate. 


159. The client's account is credited on a day-to-day 
basis with interest at the same rate as the invoices were 
previously discounted, and debited with any drawings made 
by the client. | 


160. Alternatively, the factor may simply keep а running 
account with his client, allowing and charging interest both 
ways on cash credited from customers and debited when 
drawn by the client. 


161. The background to the arrangement is an outright 
sale of the debts to the factor. Thus, in the client’s balance 
sheet, a figure representing a total of accounts receivable 
will be replaced by one balance due by the factor, the pay- 
ment of which, on the agreed maturity date, is backed by 
the whole of the factor’s resources. 

162. So long as the client does not draw from the factor 
against this balance it remains as a high quality, self- 
liquidating asset against which it should ke possible to 
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borrow on overdraft at a ‘relatively fine rate. There is, 
however, a danger to the lending banker that his customer 
may — between the dates on which information is period- 
ically given to the bank ~ draw from the factor and con- 
tinue to use the overdraft. The lending banker may, 
therefore, seek to impose some limitation on the extent to 
which payments from the factor are accepted prior to the 
agreed maturity date. In this way the bank will endeavour 
tc maintain a minimum of current assets out of which his 
lending can be repaid. 


` 163. The factor’s client is usually - but not invariably - 
obliged to reveal to his customer that his debt has been 
assigned to a third party, and the practical and psychological 
consequences of this must be taken into account. Will 
it imply to the customer a position of weakness? Will it 
reduce the chance of those further sales in impulse which 
might otherwise have been made when the customer 
visited the supplier to pay? Does the avoidance of all risk 
of bad debts more than outweigh the possible disad- 
vantages? Such questions need to be answered in each 
case according to the circumstances before factoring is 
adopted as a source of working capital and as an accounting 
convenience. 


Government finance for private industry 


164. A paper on borrowing would not be complete without 
at least a passing reference to sources of Government finance. 

165. These can be broadly divided into: 

(a) pump-priming operations, where initial subsidized 
support is expected to push an activity towards the 
point of economic take-off. Thereafter, the project 
should show sufficient return to attract finance from 
normal commercial sources; and 


(б) out-and-out subsidies, granted on grounds of social 
desirability. 


166. Without dividing them between these two categories, 
these sources include: 


The Industrial Reorganization Corporation, 

The National Research Development Corporation, 
The White Fish Authority, 

The National Film Finance Corporation, 

The Rural Industries Bureau, and 


~ The Board of Trade ~ operating 
development area grants and loans. 


- 167. Of these bodies, perhaps the most interesting — 
because at present least understood ~ is the Industrial 
Reorganization Corporation (I.R.C.). Set up as a statutory 
corporation in 1966, I. К.С. has still to give a clear indication 
of the way in which it intends to function. What is known 
is that it must inevitably be very much the creature of the 
Department of Economic Affairs. Its total initial resources 
are limited to {150 million, of which up to £50 million 
will be a kind of equity investment by the D.E.A. on which 
a dividend can be drawn as desired. The balance will be 
in the form of loans, mainly from the Treasury. 


168. It seems likely, therefore, that the І.К.С. is to be 
one of the possible sources of finance to be considered 
whenever a material regrouping of industrial units is being 
designed — and particularly where there is ап element of 
rescue and the national interest is thought to be concerned. 
Its development will be watched with wide interest. 
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Stock Exchange quotation 


169. A company may seek a quotation for its shares for a 
number of reasons, but one of these is the obtaining of 
capital which might otherwise not be available. 


туо. Equally signiicant, however, is the need to enable 
shareholders to realize part of their holdings for estate 
duty or other reasons, and also, perhaps, to acquire for the 
company the flavour and status which are thought to 
attach to a quoted company. 


171. The requirements of the Stock Exchange are set 
out in considerable detail by the Committee of the Federa- 
tion of Stock Exchanges in Great Britain and Ireland. Only 
in relation to the London Stock Exchange, however, is a 
minimum size laid down. This calls for a market capitali- 
zation of at least £250,000 for the company and £100,000 
for any one security, while at least 35 per cent of an equity 
issue must be publicly held (30 per cent for a fixed interest 
stock). In the provinces, practical considerations impose 
some limitations, and not the least of these is that certain 
fixed elements of cost maks small flotations dispropor- 
tionately expensive. Indeed, it is sometimes surprising 
to see how high a price some srnall companies are prepared 
to pay for a quotation, both :n terms of the price/earnings 
ratio at which the shares are offered and the proportion of 
the gross proceeds which are absorbed in costs. 


172. Although the term ‘issue’ relates strictly to an offer of 
additional shares by a compeny, in practice it is taken to 
include any operation which results in a quotation being 
obtained for a company’s loan or share capital. It can take 
one of the following forms: 


173. Issue by the company. This implies an issue of ad- 
ditional shares by a company directly to applicants. A 
prospectus in the terms of the Companies Act, embodying 
also the further requirements of the Stock Exchange, is 
published. The sponsor of the issue, whether issuing house 
or stockbroker, is paid a fee. 


174. Offer for sale. Here the additional shares, if any, are 
subscribed by the sponsor and then offered for sale to 
applicants, together, perhaps, with existing shares pur- 
chased by the sponsor from proprietors. In this case, part 
of the proceeds of the issue is received by the company and 
part by the propzietors. Stock Exchange requirements will 
call for the advertisement of the same information as would 
be given in a prospectus - a term which is generally applied 
to either document. In an cffer for sale the sponsor is 
likely to be remunerated in part by a difference between 
his buying and selling prices and he accepts the risk of 
market fluctuations during the period between his purchase 
and the offer for sale. 


175. Both an issue by the company and an offer for sale 
have the advantage of good putlicity and the possibility of 
widespread share ownership. For small amounts, however, 
the cost will be disporportionately high. 

176. Placing. For saller issues, the Stock Exchange will 
permit a placing. Here the sponsor sells the shares which he 
has acquired directly to his own clients and to those of the 
brokers to the issue. А minimum proportion of the shares 
placed must be made available to the public. 

177. In a placing, advertising and bank charges will be 
very substantially lower, and underwriting unnecessary. 
The distribution of shares may, however, be quite narrow. 
. 178. Introduction. Where the capital of a company is 
already fairly widely held, the £tock Exchange may allow an 
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irtroduction. Although no new money is involved, a 
statement with the same information as a prospectus must 
be prepared and circulated at least through the Stock 
Exchange statistical services. No price for the shares will 
be mentioned and this is left to develop from the dealing 
which follows the introduction. 


179. The proportion of shares to be sold will often be 
determined by a desire to avoid close company status, and 
sc will be sufficient to ensure that at least 35 per cent of the 
voting equity shares are held by the public. 


180. The cost of an issue of shares is influenced by the 
ccmplexity of the company’s affairs and the extent of the 
investigations needed to prepare the professional reports. 
As a rough guide, average costs where the amount raised is 
less than £200,000 would be of the order of 15 per cent 
of the amount paid by the public, falling to less than 5 
per cent where the amount raised exceeds £x million. For 
issues of fixed interest stocks, costs are likely to lie between 
т and 3 per cent. 


Conclusion 


181. Despite the harsh implications of the planning ob- 
jective put forward in paragraph 16, it would be wrong to 
iner that a board or its managers are free to adopt an 
irresponsible attitude to society and the economy in general. 
Akhough their first duty must be to the organization which 
thzy lead, they cannot ignore the wide consequences of their 
decisions. 


182. No business operates in a vacuum. It is subject to 
pressures from every direction, and in turn it imposes a 
field of force upon all those who have relations with it, 
whether as customers, suppliers, employees, tax gatherers 
or shareholders. Each decision by its board ripples out- 
wards, and it is part of the art of management to foresee its 
outcome. This is as relevant in the field of financial planning 
as in any other. 


Appendix (VI) 
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Case Studies i in Marketing, Finance 
and Control 


Edited by MICHAEL Ivens and FRANK BROADWAY. 
‘Business Publications Ltd, London. 555. 


The unique reputation of the Harvard Business School has 
led many of the new generation of management educa- 
tionists to look to its system of training based on case 
studies for the key to their own success in this increasingly 
competitive but still not overcrowded field. 

The principal difficulty they have encountered has been 
the dearth of suitable material relating to United Kingdom 
companies, and the authors of this volume claim to fill some 
of the gaps in the areas of marketing, finance and control 

(they have also edited companion volumes dealing with 
other aspects of management involvement). 

By far the greater proportion of these cases have a 
marketing emphasis but this, in itself, should not deter 

‘the well-rounded management accountant; the most 
effective financial advisers are those who appreciate what 
goes on over the other side of the hill. Many of the studies 
are of less than three pages in length and consequently help 
to create an impression of superficiality – ап impression 
which is occasionally belied by such contributions as the 
study of the marketing concepts of the Thomson Organiza- 
tion and, oddly tucked away under ‘Packaging’. a most use- 
ful example of the kind of problem that might be put to 
many industrial accountants when managers are assessing 
the economics of alternative proposals for operating a 
production line. 

Sadly, most of the other financial studies are pitched at a 
lower standard than would reasonably be expected of 
students at business graduate (or J.Dip.M.A.) level. The 
primary appeal of this book must inevitably be to those who 
are concerned with developing management training 
schemes and the authors may find that this critical audience 
will judge it to be lacking in depth at certain crucial points. 


Managers and their Jobs 
by Rosemary STEWART. 
: Macmillan & Co Ltd. London. 30s. 


A fashionable method of piecing together a book nowadays 
is to invite a number of ‘guinea-pigs’ to supply you with the 
information you want and then tabulate the answers and 
comment on the collective results. Rosemary Stewart did 
this with 160 managers who were requested to keep a special 
diary for four weeks detailing what they did in the course of 
a working day. We now know that, on the average, they 
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accounted for forty-two and a half hours a week, three- 
quarters of which was spent in their own offices or depart- 
ments. Rather more than a third of their day was taken up 
writing, dictating, reading and doing figure work. Another 
6 per cent was spent on the telephone. Informal discussions 
with colleagues took 43 per cent and committee work 7 per 
cent. Social activities absorbed only 4 per cent. And so on. 

Many managers complained that their jobs were highly 
fragmented and that they had not enough time to sit back 
and think quietly. Miss Stewart suggests that those for 
whom time’s winged chariot goes too fast should ask 
themselves two questions — Is one doing the right job? and 
Is one working in the most efficient way? As a guide, she 
concludes with a chapter of salutary lessons for managers. 
Among the remedies she prescribes are rigorous self- 
analysis; the elimination of the pursuit of hobby-horses 
and red herrings; the cultivation of a sense of values which 
will establish a realistic order of priorities in one’s activities; 
and an examination of the possibilities of non-Parkinsonian 
delegation. All this is impeccable advice but as every mana- 
ger thinks that he knows best how to handle his job, Miss 
Stewart’s precepts are not likely to be taken very seriously. 


Eight-Year Digest of Income Tax Cases 
(Classified) 1959—1966: In continuation 


‘of Butterworth's Income Tax Digest 


edited by PHILIP Е. SkoTTOWE, LL.B. 
Butterworth & Co (Publishers) Ltd, London. 27: ба. 


The publishers point out that this new eight-year digest 
has been designed with a dual purpose in view. It can be 
used by all those who need to refer quickly to recent deci- 
sions; and it can also be used as a supplement to 
Butterworth's Income Tax Digest. Readers acquainted 
with the latter work will be familiar with the numerical 
classification of the subjects covered. 'T'his classification is 
employed in this new Digest with the result that a reader 
studying a particular topic in the earlier work, can quickly 
find out whether or not there are new cases on the same 
topic in this new volume. 

А particularly valuable feature of both the old and the 
new Digests is the fact that Commonwealth cases are also 
reported. Few people have access to law reports of the 
various parts of the Commonwealth and it is extremely 
useful to be able to find out quickly whether or not a par- 
ticular point has been debated outside the United Kingdom. 


Corporation Tax 
by Percy Е. HUGHES, Е.С.1.5., and T. L. А. GRAHAM, Е.С.А. 
Taxation Publishing Co Ltd, London. 65s. 


The text itself of this book covers 500 pages and includes 
173 arithmetical examples. Appendix I runs to 140 pages 
and reproduces the corporation tax provisions of the 1965 
and 1966 Finance Acts. Another 200 pages in Appendix 11 
reproduce other relevant legislation. The book is hand- 
somely bound and clearly and attractively printed. 
Reading through the text one can only marvel at the 
care and industry which the authors have expended on 
mastering the extraordinarily complex legislation and in 
expounding it with such clarity. The subject is full of pit- 
falls, perhaps even more for those who are familiar with the 
old system than for those who come to the Finance Act 
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1965 as novices in tax matters. Armed with this book, 
one should be able to avoid those pitfalls. 

In the light of the new 1967 Finance Bill and an an- 
nouncement made in Parliament, paragraph (c) on page 466 
requires to be qualified. The paragraph states that full 
distribution must be made in the case of a company in 
liquidation for any accounting period during the currency 
of the winding-up. This is so, however, only where the 
company continues to trade or to carry on the business of 
holding investments. 
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Order of Application of Assets 


НЕ testatrix in Re Wilson, Wilson v. Mackay ([1966] 

2 АПЕ.Е. 867) bequeathed pecuniary legacies amounting 
in the aggregate to over £27,000 and devised and ђе- 
queathed ‘all my real estate and the residue of my personal 
estate to my daughter absclutely'. She died on February 
1st, 1964. Her estate comprised gross personalty of £20,877 
135 and gross realty of £5,250. The debts and funeral 
expenses amounted to £293 8s; estate duty on the per- 
sonalty amounted to £3,757 115, and on the realty to 
£1,485. In the course of administration the executors spent 
£164 25 6d on the maintenance of the house which con- 
stituted the realty and £397 45 8d on the costs of the sale 
thereof. Accordingly the estate was insufficient, after pay- 
ment of outgoings, to provide for the pecuniary legacies 
in full. | 

On a summons to determine out of what funds the 
legacies, debts and administration expenses were to be paid 
and in what order, Pennycuick, J., held that on the true 
construction of the will the legacies were payable ex- 
clusively out oZ the personal estate and were not charged 
on the real estate; and this was a provision of the will 
subject to which, by virtue of section 34 (3) of the Ad- 
ministration of Estates Act 1925, Part Il of the First 


Schedule to that Act took effect; that the devise of ‘all 
my real estate’ was a residuary gift for the purpose of Part 
П, although there was no prior or other devise of realty; 
and that the proper course was to retain the whole of the 
personal property as the fund prescribed by paragraph 2 
of Part П for payment of the pecuniary legacies which would 
be applied rateably towards payment of them in so far as it 
was sufficient, leaving the real property as the asset out of 
ae the debts and administration expenses were to be 
paid. 


Contract Founded on Mistake 


Tos plaintiff in Grist v. Bailey ([1966] 2 All Е.К. 875) 
brought an action for specific performance of an agree- 
ment in writing dated September тїїһ, 1964, whereby the 
defendant agreed to sell to the plaintiff a freehold house for 
£850, clause 7 of the agreement providing that the property 
was sold 'subject to the existing tenancy thereof'. Тће 
defendant alleged that she believed at the date of the 
contract that the property was subject to a statutory tenancy 
in favour of Mrs B, whereas in fact the property was not 
so subject. The value of the property with vacant possession 
was, she claimed, about £2,250. The plaintiff's agent in the 
negotiations had believed at the date of the contract that 
there was a protected tenancy in favour of Mr B. 

On the question whether the contract was void at law or 
alternatively whether it ought to be set aside in equity 
on the ground- of a fundamental mistake of fact common to 
both parties, Goff, J., held that on the evidence there was a 
common mistake between the parties that there was in 
existence a protected tenancy of the house in favour of 
Mr or Mrs B, and that this was so even though the parties 
differed in their belief as to who the protected tenant was; 
that while in law the mistake was not such as would avoid 
the contract, in equity the mistake was fundamental and the 
contract would be set aside, there being no fault on the 
part of the defendant or her agents such as to disentitle her 
to relief. | 
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Charterhouse 


T is a considerable time since the accounts of an invest- 

ment trust were featured in this column but the 1966-67 
accounts of The Charterhouse Investment Trust Ltd 
deserve special attention. The balance sheet this year is 
framed in a new form which the directors consider makes 
clearer the value of the Trust as a whole. Investments, as 
the chairman, Sir Nutcombe Hume, explains in his review, 
are shown at their market value at the date of the accounts 
whereas they have previously been stated at ‘cost less 

realized surpluses’, with the market value given in a note 
to the balance sheet. 

This obviously involved a mathematical calculation to 
arrive at the information that the new form plainly shows. 
Appreciation over cost is included in a global figure of 
reserves analysed in Note 4. “І believe’, Sir Nutcombe says, 
‘that the figures set out in this way will be more helpful to 
shareholders who ‘cannot easily make the calculation 
previously required.’ 

On many occasions the point has been made in this 
column that one of the objects of plain, straightforward 
company reporting is that the reader should not have to 
do the necessary arithmetic to equate one section of the 
accounts with another. But it is still possible to find reports 
referring to ‘return on net assets employed’ when the 
arithmetic has to be done to find the net assets employed 
figure from the balance sheet. 


Fully detailed 


The Charterhouse Investment Trust report is very fully 
detailed. There is a complete list of quoted investments 


held at the balance sheet date, the list being divided into 


subsections by industrial groupings, and nor-sterling area 
holdings are shown in italics. There is also an analysis (in 
percentages) of quoted investments based on market value 
and a list of the twenty largest holdings. The largest of these 
is the Trust’s investment in The Charterhouse Group 
itself, the market value being £1,374,500 at balance sheet 
date. 

When The Charterhouse Group - the merchant bank- 
ing, industrial finance, investment and new issue house – 
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was publicly floated in May 1959, Charterhouse Investment 
Trust sold the bulk of its holding but then stated the 
intention of retaining about 500,000 shares. At the time of 
last year's accounts the holding was 698,000 shares, equi- 
valent to 6-6 per cent of Charterhouse Group's ordinary 
share capital and valued at £1,832,500. 

Since then the Group has made а ‘r for то” rights issue 
at 40s and the Investment 'l'rust took up its quota through 
a subsidiary. Since that issue, Charterhouse Group shares 
have been sold at rising prices and at May 31st last- a 
month after the end of the Trust’s financial year — the total 
holding had been reduced to 534,300 shares. 


Dividend covered 


А year ago the chairman expressed the view that the very 
substantial early payment of dividends received into the 
1965-66 financial year would result in the trust's dividend 
of 274 per cent not being fully earned during 1966-67. 
He added, however, that the directors were prepared to 


; make up the difference by 'some encroachment on the 


amount carried forward'. 

In the event, however, this has not been necessary be- 
cause of transitional tax relief and the receipt of £8,000 
from double taxation relief which could not have been 
expected when the original estimate of earnings was 
made. Dividend, it will be seen, is covered by a margin 
cf £4,207. 

This year the comment on dividend is that, while in 
present circumstances it is particularly difficult to estimate 
current year income with any accuracy, the board ‘at present 
sees no reason why the ordinary share dividend of 274 per 
cent should not be maintained’. Incidentally, with the new 
form of account presentation comes a decision to adopt 
new articles of association — events having overtaken the 
articles of 1939 which are now out of date in many respects. 


Expertise 


Investment trusts as a whole have just about come through 
what Sir Nutcombe describes as ‘perhaps the most difficult 
phase of the whole post-war period'. Radical tax changes 
have meant a reappraisal of accounting and investment 
policy — the latter being partly reflected in, an increase in 
Charterhouse's preference share holdings from 9:3 per 
cent to 11:9 per cent of the portfolio because of the need 
for high-yield franked investment income at a time when 
low yields on equities are unlikely to be increased owing to 
Government request and industrial force of circumstances. 

On the stock-market there was a heavy shakeout in 
investment trust stock and share prices when the impact 
of corporation tax conditions became apparent. 'l'here has 
been general, if not full, recovery since, largely as the 
result of the expertise shown by the trusts in adapting to 
the new pattern dictated by changed taxation and invest- 
ment conditions. 

It is for the next few years to show whether investment 
trusts can recapture the growth knack which made long- 
term holding of investment trust stock a rewarding exer- 
cise. In popular investment appeal investment trusts may 
have lost ground to the development of the unit trust 
movement but the best of the investment trusts, including 
Charterhouse, can point to extremely sound records of 
earnings and asset growth. Charterhouse's s 'comparative 
record" shows that clearly enough. 
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СЇТҮ МОТЕ5 


НЕ stock-market is presently locked in the endless 

devaluation debate and the mention of the eleven-letter 
word inevitably means that individual investors cling to 
equities like ivy to a wall. The fact that they may be holding 
on to the wrong equities does not concern them. 

Individual — as distinct from institutional — investors 
will retain their shares rather than sell and reinvest where 
real benefit might be achieved from devaluation in invest- 
ment terms. For this reason the equity market stays rela- 
tively firm under conditions in which it should be just the 
reverse. Steel nationalization money has helped to accen- 
tuate an already false market position but that does not 
necessarily mean that the position will stay anything other 
than false for some time. 

The cult of the equity dies hard and it has certainly 
recovered strongly enough from last year's illness. Even a 
recurrence of last year's June-November illness would 
probably shake-out relatively few shares on to the market. 


* * * * 


REST take-over events have finally urged the 
City to action. А. working party of the Issuing Houses 
Committee is to consider the establishment of a new — and 
it is to be hoped — more definite take-over code, But setting 
up a code is not the whole answer. There will have to be 
machinery for putting the code into operation and making 
the code-breaking penalties clear. There is no doubt where 
the penalty should lie — in the suspension of stock-market 
quotation for the rule-breaking company. 

Recent events could have been brought under control 
had the Stock Exchange been prepared to use this parti- 
cular power at the correct times. Had the Stock Exchange 


officially stopped dealings in Wilkinson & Riddell last 
month when the take-over battle for that company turned 
entirely on stock-market operations, then such a show of 
strength would, in all probability, have scotched what came 
later in the Metal Industries affair. 


* * * * 


ORMATION of Midland Bank Finance Corporation 

with the intention of taking the Midland group strongly 
into the merchant banking and broader financing spheres is 
not necessarily tuned to the Prices and Incomes Board's 
report. The Midland move simply reinforces a joint-stock 
banking trend towards banking in the wider sense. In the 
same way recent joint-stock bank participation in banking 
associations with Continental banking organizations are 
indicative of the strength of t his movement. 


* * * * 


ENTION ‘rationing’ in the context of building 

Societies and the immediate impression given is of 
mortgage scarcity and even of a reduced volume of lending. 
Nevertheless, the building societies may be a shade hard 
pressed to maintain the pace of their present rise in lending 
levels for the pulling power of 4} per cent tax paid interest 
is beginning to weaken as familiarity with the rate breeds 
contempt. Although building societies can hardly consider 
raising the rate under current conditions, the first half of 
this year has shown that the actual interest rate on mortgages 
counts for little in terms of mortgage demand — a record 
high lending rate has brought record lending. Availability of 
funds is the main factor in mortgage demand. 


RATES AND PRICES 


Closing prices, Tuesday, July 25th, 1967 


Tax Reserve Certificates: Companies 33% (24/6/67); 24% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 4% July 14, 1966 .. 7% 
Feb. 27, 1964 .. 5% Jan. 26, 1967 .. 64% 
Nov. 23, 1964 7% Маг. 16, 1967.. 6% 
June 3, 1965 6% Мау 4, 1967 . 53% 
Treasury Bills 
Мау 19 .. £5 4s 383d% June 23 .. £5 ss 6:00d% 
Маў 26 .. £5 45 11°47d% June 30 .. £5 5s 6'о24% 
June2 .. £s 55 5'49d% July7 .. £s 6s 2'944% 
Јапед .. £s ss гота July 14 .. £5 6s 1023d9$ 
June 16 .. Дз ss 5°254% July 21 .. £s 6s 10-79d% 
Money Rates 
Day to day 31-54% Bank Bills 
7 дауз .. .. 38-58% 2 months .. 57у—5#% 
Fine Trade Bills 3 months 5-5% 
3 months +» 64-7% 4months .. 515-5196 
4 months 64-71% 6 months .. 50-51% 
6 months 6+7% 


Foreign Exchanges 
New York 2°78 3h Frankfurt 11'13% 
. Montreal .. 2:99$ Milan 1738 88 
Amsterdam 10:02 Oslo 19:923 
Brussels .. 138:27% Paris 13°65 
Copenhagen 19:34 Zürich 12:04 
Gilt-edged 
Consols 4% 57% Funding 6% 1993 .. до 
Consols 22% 364 Savings 3% 60-70. . 895 
Conversion 33% .. 513r Savings 3% 65—75.. 75% 
Conversion 5% 1971 94% Treasury 64% 1976 98% 
Conversion 54% 1974 92 Treasury 34% 77-80 7577 
Conversion 6% 1972 981 Treasury 34% 79-81 71% 
Funding 34% 99-04 56% Treasury 5% 86-89 79% 
Funding 4% 60-90 963 Treasury 529 08-12 824 
Funding 54% 78-80 86+ Treasury 24% 362 
Funding 52% 82-84 868 Victory 4%.. 963 
Funding 52% 87-91 873 War Loan 33% sot 
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July 29th, 1967. 


Union of Chartered Accountant 
Students’ Societies 


Meeting of Delegates 


meeting of delegates from member 
societies of the Union of Chartered 
Accountant Students’ Socisties was 
held at the temporary premises of The 
Institute of Chartered Accountants in 
England and Wales, at 56-66 Goswell 
Road, London, on Friday of last week. 
- The chair was taken by Mr 
Christopher L. Burr, А.С.А., of London, 
Chairman of the Union, who was ac- 
companied by the Hon.’Treasurer, Mr 
J. V. C. Butcher, A.C.A., London; the 
chairman .of the National Executive 
Committee, Mr J. M. Middlemas, 
Birmingham, and the following mem- 
bers of the National Executive Com- 
mittee: Messrs Barry Clatworthy, 
Birmingham; Nick Evans, Bristol; 
Geoffrey Мограг, A.C.A., South Wales; 
Clive Parritt, A.C.A., London, and 
Hugh Parsons, South Eastern. 
After a welcoming speech by the 
Chairman, the meeting was opened by 
Mr W. E. Parker, C.B.E, В.С.А,, 


муунт; 


& = 


President of the Institute, who was 
accompanied by Mr С. Evan-Jones, 
M.B.E., Secretary of the Institute. 

The President spoke on the theme of 
‘Professional brotherhood’, emphasiz- 
ing the value of gocd relationships 


between members in both industry and 


practice. 


National Union of Students 


A report of the success achieved in 
negotiations regarding articled clerks’ 
membership of the Na:ional Union of 
Students was received with pleasure by 
the meeting, and it was. agreed that an 
explanatory letter setting out the 
benefits of membership for individuals 
should be sent to the secretaries of 
member societies. 

The meeting agreed to ask member 
societies to submit regular six-monthly 
reports to the Naticnal Executive 
Committee, and Mr J. У. С. Butcher, 
A.C.A., the Hon. Treasurer, then spoke 


ENT 


of the importance of developing the 
Union. He expressed the view that the 
rules and system of voting should be 
changed. 

The Chairman emphasized the need 
for continuity of membership and for 
new members on the N.E.C., stressing 
the amount of hard work that had been 
done.. | ў 

Mr A. H. Walton, r.c.4., a member of 
the Council of the Institute, joined the 
meeting in the afternoon and, among 
other subjects, spoke of the increas- 
ingly close co-operation between prin- 
cipals and articled clerks and the 
increased attention being given by 
the Institute to articled clerks’ affairs. 
He then answered questions from the 
delegates. 

Mr Norman Bruckland, B.A., an 
Under-Secretary of the Institute, also 
attended the meeting in the afternoon, 
giving a short end helpful address and 
answering questions. 





Mr Christopher L. Burr, A.C.A., Chairman of the Union of Chartered Accountant Students' Societies, speaking at the meeting which was 


opened by Mr W. Е, Parker, C.B.E., F.C.A., President of The Institute of Chartered Accountants in England and Wales. Seated left to 
right: Mr J. M. Middlemas, Chairman of the National Executive Committee: Mr C. Evan-Jones, M.B.E., Secretary of the Institute; Mr 
W. E. Parker, C.B.E., Е.С.А., President of the institute; Mr Derek du Pré, Secretary of the Union, and Mr J. V. C. Butcher, А.С.А.,.Ноп. 


Treasurer of the Union. 
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the meeting. 


STATUTES 


Chapter 29: 
Housing Subsidies Act 1967 
An Act to make provision with respect 
to financial assistance towards the 
‘provision, acquisition or improvement 
‘of dwellings and the provision of 
hostels; and for connected purposes. 
Price 3s 6d net. 


Chapter 32: 
Development of Inventions Act 1967 
An Act to consolidate the Development 
of Inventions Act 1948, the Develop- 
ment of Inventions Act 1954 and the 
Development of Inventions Act 1965. 
Price Is 6d net. May 10th, 1967. 


-Chapter 34 
Industrial Injuries and Diseases 
(Old Cases) Act 1967 


Ап Act to consolidate certain enact- 


ments relating to workmen’s com- 


New Legislation 


The date indicates when an Act received the Royal Assent 


May roth, 1967. 


Price Із net, 
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pensation or other benefit in respect of 
employment before July sth, 1948. 
Price 25 net. June rath, 1967. 


Chapter 35: 
Fishing Vessel Grants Act 1967 


Ап Act to repeal the statutory limits on 
the amount that may be paid by way of 
any grant in pursuance of a scheme 
under sections т or 6 of the White Fish 
and Herring Industries Act 1953 in 
respect of expenditure consisting of 
payments made on or after January rst, 
1967. | 
Price 5d net. June 28th, 1967. 
Chapter 36: 

Remuneration of Teachers (Scotland) 

Act 1967 


An: Act to make new provision for 
determining the remuneration of 
teachers in Scotland; and for purposes 
connected therewith. 


_ June 28th, 1967. _` 
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Miss Ann Dent, а London delegate апа a member of the Committee of the London Chartered Accountant Students’ Society, speaking at 


Chapter 37: 
Deer (Amendment) (Scotland) Act 
1967 | 


An Act to amend sections 15 and 33 of 


the Deer (Scotland) Act 1959. | 
Price 5d net. Јипе 28th, 1967. 


Сһартег 38: 
Refreshment Houses Act 1967 
An Act to amend the Refreshment 
Houses Acts 1860 and 1964; and for 

purposes connected therewith. 
Price 5d net. June 28th, 1967. 


Chapter 40: 
Shipbuilding Industry Act 1967 


An Act to provide for the establish- 
ment of a public board with the func- 
tion of promoting the ability of the 
shipbuilding industry in the United 
Kingdom to compete in world markets; 
to enable the board to give financial 
assistance to persons carrying on 
shipbuilding undertakings and marine 
engine manufacturing undertakings; 
to enable the Minister of Technology 
to give guarantees in connection with 
the construction of ships in shipyards 
situated in the United Kingdom and 
the equipment of ships constructed in 


, such shipyards; and for connected 


purposes. 


Price лз gd net... Tune 28th, тобу. 
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In Parliament _ 


'Selective Employment Tax 


THE JOINT PARLIAMENTARY SECRETARY 
TO THE MINISTRY OF Lasour (Mr Roy 
HaTTERSLEY): With permission, Mr 
Speaker, I should like to make a state- 
ment. | 

As the House knows, pzyments of 
refunds and premiums are made under 
the Selective Employment Payments 
Act to employers whose establishments 
satisfy the concitions laid down in the 
Act. Appropriate Ministers are re- 
quired to register such establishments 
on the application of the employer. 

Section 7 (2) of the Act provides that 
such establishments shall be deemed 
to have been registered either from the 
date when the application was received 
by the Minister concerned or from any 
earlier date which the Minister regards 
as reasonable. Refunds and premiums 
are payable to the establishment from 
that date onwards. 

When the Selective Employment 
Payments Bill was before the House 
last summer, my right hon. friend 
made it clear that he would take 
advantage of these powers to register 
as from September sth, 1966 – the 
day when the tax first became payable 
-all applications which satisfied the 
conditions and which were received 
by him before the end of December 
1966. 

Early last autumn the Government 
took space in national newspapers to 
notify employers how they could ob- 
tain application forms and guidance on 
filling them in. Employers were invited 
to make their applications from the 
beginning of Cctober onwards. Many 
employers applied for registration in 
good time, but some were slower to 
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do so, and despite further publicity in 
December, it was clear that at the end 
of the year there were still a consider- 
able number of applications to come. 
My right hon. friend therefore decided 
to continue to exercise his power un- 
der the Act to back-date all qualified 
applications to September sth, 1966. 
He has continued to do so up to the 
present time; a small number of late 


‘applications are still coming in. 


My right hon. friend has also been 
advised by the Secretary of State for 
Scotland and the Minister of Agri- 
culture, Fisheries and Food, who share 
with him the responsibility for dealing 
with registrations under the Act, that 
they believe there are still а number 
of employers engaged in agriculture, 
horticulture or forestry who are eligible 
for refunds but have not registered. 

While we cannot go on indefinitely 
granting full back-dating to belated 
applications, we are anxious to provide 
employers with a reasonable time in 
which to apply for registration. My 
right bon. friend and his colleagues 
accordingly propose that the conces- 
sion allowing full back-dating to 
employers making late applications 
should be extended up to September 


4th, 1967, and should then come to an 


end. 

Employers will, therefore, have had 
twelve months in which to make their 
application for registration under the 
Act. Апу applications received up to 
and including September 4th next in 
respect of an establishment which 
satisfies the requirements of sections 
1 and 2 of the Act, and has doneso 
since September sth, 1966, will be 
accepted and the establishment regis- 
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„. tered as from September ‘sth, 1966. 
_ In the case of ‘any applications ге- 
` ceived after September 4th this year, 


the establishment will be registered 
as from the date оп which. the- appli- 
cation is received. . 

Mr Елргву: That was a long and 
not particularly satisfactory statement. 
Is the hon. gentleman aware that there 
could be many employers who thought 
that they would be ‘entitled to ап. 
annual refund or premium, and who, 
therefore, would not apply until after 


“one year is up? Has he considered this 


possibility? Since there will doubtless 
not be a moratorium on those who 
have not paid their tax after.one year, 
why should there not ђе а continuing 
liability on the Government.to pay the 
refund for much longer than one year? 

Mr HarrERSLEv: I accept that I 
made a rather long statement, and I 
apologize for that. However, its length 
was due to the complexity of. this 
matter and my obligation to put all 
the facts before the House. 

The necessity to place a stop date on 
the time when applications for refund 
are to be made is due, as the hon. 
gentleman will appreciate, to the fact 
that this tax has some specific functions 
and objects in addition to the collec- 
tion of revenue. Those functions can 
be served only if employers take the 
benefits of the tax within a reasonable 
period. 


Hansard, July 17th, 1967. Col. 1447. 


Tax Revenue: Collection Costs 


Mr RipsDALE asked the Chancellor 
of the Exchequer what is the present 
annual cost of collecting all forms of 
tax revenue. 

Mr MacDermot: About /т15 
million, or just over 3d for every £1 of 
net revenue. 

Mr RuwspaLe: Does the figure 
include all work done by individuals 
filling up a whole host of tax forms, 
and by chartered accountants and 
others trying to avoid taxation? 

Mr МАсревмот: No, sir. This is 
the cost to the Exchequer. 


Hansard, July 18th, 1967. Oral 
answers, col. 1693. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone Victoria 2002 (3 lines) 
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PROFESSIONAL NOTICE 


Messrs KarMaN, Віесн & Co of І 
Wardour- Street; London Wir, and 
Messrs Vice, Margs & Со, of 
47 Park Square East, Leeds 1, an- 
nounce that they have formed an 
associated practice in the name of 
KarMaN, Becu, Marks & Co, sit- 
uated at both addresses in London and 
Leeds as from July roth, 1967. The 
resident partners in London will be 
Messrs N. Е. BLECH, S. Carus, B. J. 
Greenman, А. B. Josers, and К. P. 
KALMAN; and the resident partners in 
Leeds will be Messrs M. Margs and 
Н. Myers. 


Appointments 


Mr J. S. Віку, r.c.4, has joined 
the board of T. F. Firth & Sons Ltd. 


Mr Ronald W. B. Grant, А.А.С.С.А., 
has been appointed to the board of 
James Kilpatrick & Son Ltd. 


Mr John Lunch, v.R.p., F.c.a., has 
been elected to the London branch 
committee of the British Institute of 
Management for 1967-68. 


Mr Р. I. Marshall, F.c.a., has been 
appointed to the board of Norcros Ltd. 


Mr А. Е. McDonald, D.L., B.L., C.A., 
deputy chairman of The Distillers Co 
Ltd, has been appointed chairman of 
the company to succeed Sir Ronald 
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Cumming, who will retire on Septem- 
ber 3oth. 


Mr К. J. Morgan, F.c.a., has been 
appointed a member of the board of 
Bentalls Ltd, and Mr F. С. Horstman, 
F.C.A, has been appointed secretary 
of the parent company and subsidiaries. 


EDINBURGH UNIVERSITY 
CHAIR OF ACCOUNTING 


The University Court of the University 
of Edinburgh has appointed Professor 
Edward Stamp, M.A., C.A., A.R.A.N.Z., 
A.LA.N.Z., to the Chair of Accounting 
and Business Method, which has been 
vacant since the resignation of Pro- 
fessor D. S. Anderson, M.A., C.A., the 
President of the Scottish Institute. 

Professor Stamp, who is at present 
Professor of Accountancy at the 
Victoria University of Wellington, 
New Zealand, is 38 and was born in 
Liverpool He graduated with first- 
class honours from Cambridge in 1950, 
and in the same year was a Fulbright 
and Smith-Mundt Scholar. 

In 1951 he joined a zirm of account- 
ants in Canada, where he stayed for 
twelve years and acquired Canadian 
citizenship. He qualified as a chartered 
accountant in 1956, and became а 
partner in the firm in 1961. 

In 1963 he was appointed to a senior 
lecturership at Wellington and became 
Professor there in 196$. His special 
academic interests are in financial 
accounting and reporting, accounting 
theory, public accounting and auditing 
and the relationship of accounting to 
economics and mathematics. He has 
served on numerous official committees 
and has acted as consultant to the 
New Zealand Government and to 
several New Zealand enterprises. 


DOUBLE TAXATION 
U.K. — Malaysia 

A Double Taxation Agreement ђе- 
tween Malaysia and the United King- 
dom was signed in Kuala Lumpur on 
July 17th. The text of the Agreement 
will be published shortly by H.M. 
Stationery Office. 


SONS & CASSELL 


10 Lloyd's Avenue, London EC3 


ROYal 4861 


SALES 
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AUDITORS OF NATIONALIZED 
TRANSPORT UNDERTAKINGS 
Mrs Barbara Castle, Minister of 
Transport, has appointed auditors of 
the accounts for the year ending 
December 31st, 1967, of the five 
nationalized transport undertakings 
established under the Transport Act 

1962. Тће appointments made are: 
British Railways Board - Peat, 
Marwick, Mitchell & Co. 
London Transport Board - Deloitte, 
Plender, Griffiths & Co. 
British Transport Docks Board - 
Price Waterhouse & Co. 

British Waterways Board — Coope 
Brothers & Co. 
Transport Holding Company - 

Barton, Mayhew & Co. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND 
WALES 
Advanced Teachers' Course 


Plans are being made for the next 
course designed primarily for teachers 
of accountancy with several years' 
experience. Arranged by the Educa- 
tion Committee of The Institute of 
Chartered Accountants in England 
and Wales, the course is to be held in 
the new Hall of Residence of the City 
University in Northampton Row, 
London EC1, from January znd to sth, 
1968. 
АП facilities such as lecture rooms, 
syndicate rooms, sleeping accom- 
modation, dining hall and bar are in 
the same building. The course will be 
residential and will be open to Insti- 
tute members and non-members. Тће 
inclusive fee is unlikely to exceed 216. 
Anyone wishing to reserve a place 
on the course may do so now; reser- 
vations will be acknowledged pending 
the publication of further details of 
the course and the issue of the applica- 
tion forms in October. 


UNIVERSITY DISTINCTION FOR 
CHARTERED ACCOUNTANT 


Mr B. V. Carsberg, A.C.A., has just 
qualified with distinction for the 
award of a Master's degree, the 
M.Sc.(Econ.), in the University of 
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London, Mr Carsberg is, we believe, 
the first chartered accountant to be 
awarded a Masier’s degree by London 
University following admission to the 
course on the basis of professional 
qualification alone without a first 
degree. 

Admitted to membership of The 
Institute of Chartered Acccuntants in 
England and Wales in 1960, Mr 
Carsberg is a member of the full-time 
staff in the Department of Accounting 
at the University. 

Mr G. L. Brownlee, a member of 
The Association of Certified and 
Corporate Accountants, has also been 
awarded the M.Sc.(Econ.); he earlier 
graduated with a degree of B.Sc. 
(Есоп.). Mr Brownlee is senior lecturer 
in charge of professional studies at 
Medway College of Technology, Chat- 
ham, Kent. 


ASSOCIATION OF HOSPITAL 
TREASURERS 


Manchester Branch Week-end School 


The Association of Hospital Treasurers 
held a week-end school at Manchester 
University from July 14th to 16th. 

Alderman T. Hourigan, J.P., M.A., 
С.А., Chairman of the Manchester 
Regional Hospital Board, officially 
opened the proceedings at a dinner 
held on the Friday evening, and wished 
the participants a successful week-end 
in studying and discussing the theme 
of the school — “The future pattern of 
management in the hospital service’. 

The speakers were Dr D. Macmillan, 
Director of the Nuffield Centre for 
Hospital Studies, University of Leeds; 
Mr A. T. Brown, M.A., F.LM.T.A., 
Town Clerk of Oxford; Sir C. Herbert 
Pollard, С.В.Е., Е.С.А.,. of Lytham St 
Annes; Dr 5. Smith, of Lancaster; 
and Mr J. Emlyn Jones, А.А.С.С.А., 
Treasurer of the Manchester Regional 
Hospital Board. 

There were 320 participants, coming 
from as far as Devon to Northumber- 
land and from Kent to Cumberland. 
Тће school was organized by a com- 
mittee of eight from the Manchester 
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Branch, who at the conclusion were 
thanked by the President of the 
Association, Mr 5. Armitage, F.c.a., 
of Coventry. . 

Guests included officials from the 
Ministry of Health; the Chairman and 
Secretary of the Bozrd of Governors, 
United Manchester Hospitals; the 
Chairman of the Manchester Regional 
Staff Committee, and representatives 
of the University of Manchester, and 
the UNES Board. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


London Chapter's Summer School 


А. very successful residential summer 
school arranged by the London 
Chapter of the Institute of Internal 
Auditors was held at Clare Hall, 
Leicester University, during the week- 
end July 14th to 16th. Attended by 
over one hundred internal 
managers, assistants and other man- 
agement personnel from а wide 
variety of organizations in the U.K. 
and from Dublin, the purpose of the 
school was to provide an opportunity to 
gain a wider knowledge and appreci- 
ation of the modern internal audit 
function. 

The school opened with a short 
address of welcome from the President 
of the Chapter, Mr L. Fidgen, chief 
internal auditor, Vitamins Ltd, and 
the subjects of the -papar were as 
follows; 

"The service top management expects from 
internal audit’, by Mr R. P. Tester, 
С.А., formerly chief internal auditor of 
Unilever Ltd. 

‘Internal audit of the controls of fixed 
assets, capital and revenue expenditure’, 
by Mr J. Н. Prctheroe, Е.А.С.С.А., 
A.L.M.T.A., financial director, Avo Ltd 
(Metal Industries Group). 

‘Internal audit of computer applications’, 
by Mr E. А. Evans, Unilever Ltd. 

"Training the internal auditor', by Mr J. O. 
Davies, F.C.A., A.C.W.A., chief internal 
auditor, National Coal Board. 

"The internal audit role in management 
accounting’, by Mr А. M. Balmford, 


audit . 
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F.C.A., general auditor, Ford Motor Co 
Ltd. 


The presentation of each paper was 
followed by lively and informative 
group syndicate discussions. On the 
Sunday morning questions and com- 
ments arising from these discussions 
were answered by a panel consisting 
of Mr R. A. Brown (Audit Depart- 
ment U.K., Unilever Ltd) and Mr 
H. A. Whittaker (Head of Internal 
Audit U.K., Brooke Bond & Co Ltd). 

The school concluded after lunch 
on the Sunday with Mr. Fidgen paying 
tribute to the speakers for their 
valuable contributions to a successful 
course, and to Mr R. А. Brown who 
was responsible for the project. A 
proposal to arrange a similar school 
in the future was unanimously agreed. 


TAX AND INVESTMENT 
CONFERENCE 


The second annual international tax 
planning and investment conference 
organized by Bastion — a financial 
international news sheet in Gibraltar ~ 
will take place in Gibraltar from 
October 12th to 14th. 

The conference will be under the 
chairmanship of Mr К. С. Beloe, a 
member of the London Stock Ex- 
change, and subjects will include: 
international double tax avoidance; 
exchange control and investment over- 
seas. Further details appear on page xi 
of this issue. 


INVESTMENT GRANTS 


Correction 


In the ‘Students’ Guide to Investment 


Grants’ in last week's issue, at page 
121, the rate of grant was inadvertently 
shown in paragraph (2) as 20 per cent 
instead of 25 per cent, and the rate of 
grant in development areas (paragraph 
(7)) was shown as 40 per cent instead 
of 45 per cent. The higher rates came 
into operation on January rst this year, 
as noted in The Accountant of January 


7th. 


IMPORTANT MESSAGE TO ALL QUALIFIED ACCOUNTANTS 
100 PER CENT MORTGAGES FOR PURCHASE PRACTICE/PARTNERSHIP/CAPITAL 


Full details from 


LIFE AND DISABILITY INSURANCES 


J. W. SLEATH & CO LTD, Incorporated Insurance Brokers, 58 Theobald's Road, London WC1 


Tel. 01-242 4375 
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ADVERTISERS’ INDEX FOR JULY 1967 


Accounting Machines 

British Olivetti Ltd (22nd) 

Logabax Ltd (15th, 29th) 
Remington Office Equipment (15th) 


Appointments Register 
The Careers Register (22nd) 


Building Societies 

Abbey National (8th) 

Building Societies Association (15th) 
Cheltenham & Gloucester (1st, 29th) 
City of London (1st) 

Halifax (29th) 

Leek and Westbourne (8th) 
Leicester Permanent (1st, 29th) 
Newcastle upon Tyne Permanent (22nd) 
Property Owners (151) 

Temperance (8th) 


Calculating Services 
Madic Data Processing Service (8th) 


Calculators 
ADM Business Systems Ltd (15th) 


Charities 


BLESMA (29th) 

Charities Aid Fund (1st, 15th, 29th) 

Fellowship Houses Trust (22nd 

Imperial Cancer Research Fund (1st) 

Methodist Homes for the Aged (15th) 

The Royal National Institute for the Blind (15th) 


Company Documents 
Lewis, Coates & Lucas Ltd (weekly) 


Company Investigations 
W. J. King's Detective Bureau Ltd (15th) 


Computers 

Burroughs Machines Ltd (Bth, 29th) 
1-C-T (8th) 

National Cash Register Co Ltd (15th) 


Computer Services 


Book-keepers' Bureau (1st) 
Computer Services (Birmingham) Ltd (8th) 


Conferences 
Bastion — Gibraltar (29th) 


Continuous Stationery 
Balbik Systems Ltd (15th) 


Correspondence Colleges 


Foulks Lynch (Classes) Ltd (Већ, 22nd, 29th) 
Metropolitan College (8th) 
The School of Accountancy (weekly) 


Credit Factors 


А. L. Factors Ltd (ist, 29th) 
Shield Factors Ltd (22nd) 


Estate Duty Management 
Hogg Robinson & Gardner Mountain Ltd (22nd) 


Finance and Investment 
EDITH (1st) 


Industrial and Commercial Finance Corporation Ltd (15th) 


Industrial Mergers Ltd (8th) 
Kleinwort Benson Ltd (15th) 

Selby & Co (1st) 

Technical Development Capital (29th) 


Industrial/Electrical Capacitors 
В.І.С.С. (1st) 


Insurance 


Legal & General Assurance Society (Bth) 

Noble Lowndes Life Brokerage Division Ltd (15th) 
Prudential Assurance Co Ltd (15th) 

Royal Exchange (8th) 

J. МУ. Sleath (15, 15th, 29th) 

Sun Life Assurance Society Ltd (22nd) 


Laundry investment 
Automations International (U.K.) Ltd (22nd) 


Merchant Bankers 


Brown Shipley & Co Ltd (22nd) 
Kleinwort Benson Ltd (15th) 
Lombard Banking Ltd (22nd) 


Mortgage Loans 
Borough Treasurer, Luton (1st) 


National Newspapers 
The Sunday Times (15th) 


Pensions 


Chase Manhattan Executor and Trustee Corporation Ltd (15th) 


Professional Associations 

The Corporation of Secretaries. (8th) 

The Institute of Chartered Accountants in England and Wales 
(weekly) 

The Institute of Taxation (1st, 29th) 


Printers-Publishers 

The British Institute of Management,(! 5th) 
Butterworths (8th, 15th) 

Gee & Co (Publishers) Limited (weekly) 
HFL (Publishers) Ltd (22nd) 

Jordan & Sons Ltd (8th, 22nd) 

Pitman & Sons Ltd (29th) 

Taxation Publishing Co Ltd (22nd) 


Property/Property Auctions 
Fawdry & Evans (22nd) 

H. E. Foster & Cranfield (weekly) 
Hillier Parker May & Rowden (weekly) 


Tailors 
Thresher & Glenny Ltd (1st, 29th) 


Travel 
Cunard Line Ltd (8th) 


Valuers 


Henry Butcher (ist, 15th, 29th) 

John Foord & Co (weekly) 

Fuller, Horsey, Sons 8: Cassell (tst, 15th, 29th) 
Herring, Son & Daw (22nd) 

Hillier Parker May & Rowden (weekly) 
Leopold Farmer & Sons (22nd) 

Edward Rushton Son & Kenyon (1st, 29th) 
Jones, Lang, Wootton (22nd) 

Orridges (weekly) 


_ Wheatley Kirk Price & Co (8th, 22nd) 





Our advertising people had this idea for making 
you remember our name.We shot it down. 


When it comes to making you remember our name, there are no 
lengths to which our agency wouldn’t 50. With their own brand of 
realism, they observe that remembering our name is what counts— 
especially when you're looking round for a good, safe investment at. 
41% income tax paid! But just thinking about us isn't enough. We 


2) 
t hink of h special buildi iety that " P 
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secure, electronically automated to provide a super-efficien= service H M H x 

yet human enough to treat you as a person rather than a aumber. Building Society 
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New Companies Act 


TE Companies Act 1967 reached the statute book on Thursday 
of last week after something of a photo-finish as a Bill. То. 
avoid three months’ delay during the summer recess, the House of. 
Lords approved forty-three new clauses and 351 new amendments, 
inserted in the Bill by the Commons, after some four hours of 
debate and without a division. Lord Brown, Minister of State, 
Board of Trade, said that because of the ‘deplorably short time’ 
the Lords had to consider the amendments, the Government had 
provided as much explanation as possible beforehand. Even so, 
there was still criticism of the procedure. Lord DRUMALBYN 
said it was not enough for legislation to be considered carefully by 
a department: neither House ought to be asked to consider, still 
less pass, legislation it had no opportunity to amend or reject. 

Included in the new amendments was one deleting from the 
Bill a provision empowering the issue of no par value shares 
which had been introduced in the Lords. Lord Brown said the 
provision would have involved changes in four or five other Acts 
and possibly in tax legislation. The Government was ready to 
include such a provision in the next Companies Bill which would 
be introduced in the present Parliament. 

Also included in the changes was a group of fifty-six amend- 
ments relating to insurance companies. A new section re-defines 
the classes of insurance business to which Part II of the Act 
applies, and the original clause 49 which contained provisions for 
securing the proper conduct of insurance business has been 
expanded into three sections. Lord Watsron, Parliamentary 
Secretary, Board of Trade, said the amendments made the Act’s 
powers of control effective over the whole range of insurance. 

One of the most important matters dealt with by the Act is the 
abolition of the exempt private company and the consequent 
repeal of section 129 of the Companies Act 1948, in accordance 
with the recommendation in paragraph 63 (a) of the Company 
Law Committee (Cmnd 1749). This will inevitably direct more 
attention to unlimited companies, since the Act exempts such 
companies, subject to conditions, from compliance with section 
127 of the 1948 Act which requires the accounts of companies to 
be annexed to the annual return. The proprietors of former 
exempt private companies will now be faced with the choice 
(i) of accepting unlimited liability, or (ii) of disclosing their 
accounts to the public, or (iii) of disincorporating and carrying 
on business as individuals or partnerships or limited partnerships. 

The Companies Bill published in November 1966 adopted, 
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with fairly minor variations, the recommendations 
of the Company Law Committee in paragraph 122 
of its Report relating to directors’ reports, but 
required such reports als» to include particulars of 
contributions for politica and charitable purposes 
exceeding [25 in amount. In the Act £50 is substituted 
for {25 and there is a new section requiring the 
directors’ report, in the czse of companies employing 
more than one hundred persons, to state the average 
number by the week of th» company's employees and 
the amount by the year of their wages, including 
bonuses and the estimated money value of benefits in 
kind. The provisions relating to directors’ reports, 
other than the one relating -o the number of employees, 
do not apply to a report їл respect of a financial year 
ending before the relevant section comes into operation. 
Most sections relating to directors! reports come into 
operation six months after the passing of the Act, but 
a provision relating to turnover and profitability of each 
class of business does not come into operation until 
twelve months afterwards. | 

The provisions of the Act relating to accounts аге 
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lengthy but correspond closely with those in the 
November 1966 print of the Bill. As in the Bill, it is 
only if the auditors are of opinion that proper books of 
account have not been kept by the company or that 
proper returns have not been received or if the balance 
sheet and profit and loss account are not in agreement 
with the books and returns, that the auditors are 
required to state that fact in their report. 

In consequence of the new provisions relating to 
accounts, Gee & Co (Publishers) Limited are pub- 
lishing for the General Educational Trust of The 
Institute of Chartered Accountants in England and 
Wales a Guide to the Accounting Requirements of the 
Companies Acts 1948-1967, being a summary of the 
statutory requirements relating to the production of 
annual accounts of companies. This is a completely 
revised version of Summary of Statutory and other 
Requirements in the production of annual accounts of 
ccmpames first published by Gee in 1949. 

Тће main provisions of the new Act will be further 
discussed in the next and following issues of The 
Accountant. 


Helping Farmer Clients 


TE practising accountant must possess, in addition 
to the skills of his owr: profession, the quality of 
adaptability to.help him t» understand the technical 
intricacies of the trades ard industries of his various 
clients. His knowledge of these other activities, by 
reason of their number anc complexity, can seldom be 
profound and he must ther2fore rely to some extent on 
the co-operation of his cients to explain the more 
esoteric mysteries and on the existence of specialist 
literature and other availab-e aids. | 

As Mr S. V. Р. CORNWEL.L, M.C., M.A., F.C.A., points 
out in a paper given at tre recent Oxford Summer 
Course of The Institute ој Chartered Accountants in 
England and Wales (the fi-st part of which is repro- 
duced elsewhere in this iszue), this position is parti- 
cularly noticeable in agricul-ure where, if the practising 
accountant wishes to help a farmer client, he must 
realize that the problems t» be surmounted lie in the 
agricultural rather than ir the accounting field. In 
consequence, the accountart has to familiarize himself 
with two subjects not strictly relevant to accounting. 
The first of these are the lutest developments in agri- 
cultural management and :ће second is the range of 
aids, mainly emanating from Government sources, of 
which the farmer client та avail himself. 

As most farming units are relatively small- too 
small, in fact, to employ an accountant or even a book- 
keeper on a whole-time bisis - it is vital that what 


records are kept are put to good use and, also, that 
they can be readily co-ordinated to provide the. 
management information necessary for effective control. 

Mr CoRNWELL suggests that the practising account- 
ant should regard himself as one of a management 
team, the other members being the farmer himself 
and the representative of the National Agricultural 
Advisory Service. The particular tasks of the account- 
art in this triumvirate are to be able to recognize the 
main lines of approach to farm management; to 
appreciate that the financial accounts he prepares must 
be in a form helpful to the others in the team; and to 
ensure that his role is that of an industrial rather than 
of a practising accountant in that he must actively 
contribute to the planning and management of the 
farm's economy. 

How all this may be accomplished is the burden of 
Mr CorNWELL’s paper which makes compulsive 
reading even for those members of the accountancy 
profession who have no business connection whatso- 
ever with agriculture. The insistent themes behind his 
observations are that the practising accountant should 
strive to improve the standard of his services to his 
farmer clients who, in turn, should be educated to 
meke the best use of them. This objective, of course, 
apolies to all client connections but, on Mr CORNWELL's: 
expert evidence, it appears to have particular reference 
to modern agriculture. 
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Finance Act 1967 


qe year's Finance Act received the Royal assent 
on July 21st — nearly a fortnight earlier than usual. 
It was reconsidered on report on June 27th and 28th, 
and had its third reading the following day. Among the 
final amendments were some provisions about stamp 
duty which came into force last Tuesday, August 1st — 
that is to say, they affect instruments executed on 
or after that day. 

One of the amendments was a new subsection (3) 
to section 27. 'T'his section liberalizes the relief granted 
by section 42 of the Finance Act 1930 under which 
conveyances by a company to its 9o per cent subsidiary 
or parent are exempt from ad valorem duty. 'The old 
relief did not apply to conveyances between, as it were, 

‘the grand-parent and grand-child company, and sec- 
tion 27 cures that defect. However, at the same time the 
legislation against misuse of the exemption (formerly 
in section 50 of the Finance Act 1938) has been ex- 
tended. This was formerly sub-clause (4) in the Bill 
but is now in a new form in section 27 (3) - the old 
section о of the 1938 Act being repealed. 

Section 27 (3) withholds section 42 exemption (in 
the case of conveyances executed after July 1967) 
unless the Revenue are also satisfied that the instrument 
was not executed (i) in pursuance of, or (ii) in con- 
nection with, an arrangement whereunder: 


(а) the consideration, or any part of the consideration, 
for the conveyance or transfer was to be provided or 
received, directly or indirectly, by a person other 
than the body corporate which at the time of the 
execution of the instrument was associated within 
the meaning of the said section 42 with either the 
transferor or the transferee (meaning, respectively, 
the body from whom and the body to whom the 
beneficial interest was conveyed or transferred); or 


'(b) the said interest was previously conveyed or trans- 
ferred, directly or indirectly, by such a person; or 


(с) the transferor and the transferee were to cease to be 
associated within the meaning of the said section 42 
by reason of a change in the percentage of the issued 
Share capital of the transferee in the beneficial 
ownership (within the meaning of that section) of the 
transferor or a third body corporate). 


The word ‘arrangement’ is not defined. It would 
obviously apply to any scheme, binding or not, con- 
cocted for the purpose of avoiding stamp duty, but it 
could also apply to any other scheme whose main 
purpose had nothing to do with stamp duty. In many 
cases a bank provides finance for the purpose of such 
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Schemes but it would seem from past experience that 
this fact by itself would not be regarded as forfeiting 
relief, even though the bank was not associated with 
the parties. However, looking at paragraph (b), it 
seems that it is open to the Revenue to argue that any 
previous transfer was part of the ‘arrangement’. 

As regards paragraph (c), the sub-clause in the 
original Bill was directed to withholding the exemption 
when there was an arrangement under which the 
transferor was to leave the group. This was criticized 
by an Opposition Member who said that many innocent 
arrangements provided for the transferor leaving the 
group. After reflection the Government accepted this 
criticism and amended the sub-clause accordingly. 
However, the scheme may still fall foul of the other 
paragraphs. It is questionable whether go per cent 
is a sufficiently small percentage to require the arrange- 
ment to be brought within the exemption. 

The final part of section 27 (3) which is expressly 
without prejudice to paragraph (а), provides as 
follows: 


*an arrangement shall be treated as within (paragraph (a)), 
if it is one whereunder the transferor or the transferee, 
or a body corporate associated with either as there 
mentioned, was to be enabled to provide any of the 
consideration, or was to part with any of it, by or in 
consequence of the carrying out of a transaction or 
transactions involving, or any of them involving, a 
payment or other disposition by a person other than a body 
corporate so associated’. 


Another amendment which is in the taxpayer's 
favour is contained in section 28 (3). This section 
increases the loan capital duty from 25 6d per cent to 
ros per cent for loan capital issued after July 1967. 
The original loan capital duty was by section 29 of the 
Finance Act 1934, cut down so as to exempt 
capital which could not be dealt in on a stock 
exchange but this protection has now been narrowed. 
However, bearing in mind that the new rate of duty 
on loan stock is intended to assimilate it with duty on 
share capital, and that share capital is generally of a 
permanent nature, the Government decided that the 
duty should still not extend to unquoted loan capital 
which was only short term. The problem of defining 
‘short term’ has been solved by new wording in 
section 28 (3), which provides that the exemption 
provided for unquoted loan capital by section 29 of the 
Finance Act 1934 is not to apply to loan capital issued 
after July 1967: : 

‘unless it is to be repaid within five years of the date of 

issue, or is repayable on demand or after notice not 

exceeding twelve months by the person for the time 
being entitled to repayment’. 

It would be easy enough to issue loan capital which 
originally fell within this definition and then to vary 
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the. terms later. The draftsman has foreseen this type 
of avoidance. Section: 28 (3) provides that on.such 
variation the provisions as ю duty will apply as if the 
capital had been issued at the time of the variation, but 
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duty paid on an instrument on the original issue will 
be allowed as a set-off. (An Inland Revenue notice 
relating to section 28, issued on Tuesday, is reproduced 
under ‘Current Affairs’ below.) 











Current 
Affairs 


Municipal Treasurers’ Examinations 


HERE were 2,163 candidates for the May exami- 
nations of T he Institute of Municipal Treasurers 
and Accountants of whom 758 (35 per cent) passed. 

In Part A of the Final, 728 candidates sat and 238 
(33 per cent) were. successful (this compares with 28 
per cent in 1966 and 31 per cent in 1965). In Part B 
of the Final there were 376 candidates, of whom 179 
(48 per cent) passed (48 pzr cent in 1966 and 39 per 
cent in 1965). 

A total of 1,059 candidates sat for the Intermediate 
examination and 341 (32 per cent) passed (33 per cent 
in 1966 and 1965). 

Places and prizes will be awarded on the combined 
results of these examinations and those to be held in 
November. The names of the successful candidates in 
the two parts of the Final, together with a summary of 
the results, appear on other зарез of this issue. ` 


Committee on Investment Grants 


А advisory committee hes been appointed Бу the 
President of the Board of Trade to deal with 
general questions on the administration of investment 
grants which the Board may refer to it. The com- 
mittee will not consider issues of general policy such 
as changes in the rate of grarts or the fields of activity 
which should be eligible for grant; nor will it be in any 
sense a court of appeal dealing with individual cases. 

The chairman of the committee will be Mr J. ЇЧ. К. 
Barber, finance director of Associated Electrical 
Industries Ltd, who led the Confederation of British 
‘Industry’s representatives in discussions with the 
Board of Trade during the preparatory work leading 
up to the Industrial! Development Act under which 
the grants are made. 

It is encouraging to note chat accountants are : well 


represented on the committee; of the eight members, 
five are members of the profession. They are Mr 
W. H. Boardman, F.C.W.A., finance director of Standard- 
Triumph International Ltd; Mr A. W. Gadsdon, 
Е.С.А., of Courtaulds Lid; Mr J. Mitchell, c.a., a 
d-rector of. Peninsular and Oriental Steam Navigation 
Co; Mr D. S. Morpeth, T.D., B.COM., Е.С.А., a partner 
ir. Touche, Ross, Bailey & Smart, Chartered Account- 
ants, of London, and Mr Н. №. Norris, F.C.A., finance 
d:rector of George Wimpey & Co Ltd. 


Stamp Duty on Loan Capital 

TE Board of Inland Revenue has issued the 
following notice in connection with section- 28 of 

the Finance Act 1967. 

1. The principal effects of section 28 of the: Finance | 
Act 1967 аге to modify as from August rst, 1967, the 
provisions of section 8 of the Finance Act 1899 (which 
impose a charge to stamp duty on the loan capital 
proposed to be issued by any corporation, company 
or body of persons formed or established in Great 
Britain) so as: 

(i) to increase the rate of duty from 2s 6d to 10s per 

£100-or fraction of £100; and 

(ii) to exempt апу trust deed, mortgage ог marketable 

security, etc., securing the capital from the lesser 
charge to duty under the mortgage or market- 
able security heads of charge in the Stamp Act 
1891, where loan capital duty at the new rate has 
been paid on a statement (see paragraph 3 below). 
Provision is made for denoting on any such instru- 
ment tbe payment of duty on the statement. 

2. Section 28 also restricts the provisions of section 
2g of the Finance Act 1934 (which exempt from the 
charge to loan capital duty issues by any corporation, 
company or body of persons of loan capital which is 
incapable of being dealt in on a stock exchange in 
the United Kingdom) and charges loan capital duty on 
any such loan capital issued by a company unless it 
is to be repaid within five years of the date of issue, or 
is repayable on demand or after notice not exceeding 
twelve months by the person entitled to repayment. 
Instruments securing loan capital which remains 
exempt from loan capital duty may nevertheless be 
liadle (as hitherto) to stamp duty under the mortgage, 
mzrketable security or other heads of charge. 

3. Loan capital duty is payable in accordance with. 
section 8 (1) of the Finance Act 1899 on a statement 
(form LCS 308, obtainable from any Stamp Office — 
in Scotland, form 334 Stamps (Scotland)) which 
should be rendered in duplicate before, or within. 
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thirty days after, the issue of the capital in question, 
together with a remittance for the duty, either by 
delivery in person to any Inland Revenue Stamp 
Office or by post to the Controller of Stamps (Special 
Section), South West Wing, Bush House, Strand, 
London WCa, or, in Scottish cases, to the Comptroller 
of Stamps and Taxes, P.O. Box 33, ro Waterloo 
Place, Edinburgh x. Further information can be 
obtained from either of these two addresses. 


Report on Companies 


(TE Companies General Annual Report for 1966 pub- 
lished last week (Н.М.5.0., price 3s 64) shows that 
new companies registered in 1966 numbered 28,256 – 
a decrease of about eight thousand on the figure for 
the previous year. Nearly all the registrations were of 
private companies. 

The total number of companies on the registers now 
exceeds 556,000, of which nearly five hundred and forty 


This is My Life 


by An Industrious Accountant 


UCCESS in business in earlier generations 

depended often on individual drive and initiative, 
but today organization, timing and top-level direction 
are essential for prosperity. The impact of the sales- 
man's professional line of patter, and the choice of his 
selling area, rank high among the priorities. This 
fundamental principle has been established at more 
far-flung outposts of enterprise than is generally 
recognized. 

About a year ago І was standing in my front garden, 
surveying the roses and wondering optimistically 
whether an appeal to my son’s sense of family pride 
would induce him to attempt an anti-black-spot spray- 
ing operation. Just then a shabbily-dressed little man 
with a nervous manner limped through the gates and 
asked could he have a word with me, please. 

He lived nearby, he explained, in the new avenue 
beyond the cross-roads, and he knew me well by sight. 
Perhaps I remembered him? He had asked a question 
at that meeting on costing for small retailers that the 
local accountants’ group had organized last November 
when Ра been on the panel and we had met once or 
twice at the newspaper kiosk. His name was Bob 
Smith, everybody knew him. 

I didn’t remember him, actually, though his face 
seemed vaguely familiar. We discussed suburban 
living conditions for a few moments, then he said 
hurriedly that he had a problem. ‘Look here! he 
stammered, pulling up his right trouser-leg. The 
hairy calf exposed was thickly powdered with some 
white substance over the swollen crimson skin, though 
what was basically wrong wasn’t clear. “They let me 
go from.the shop, because I couldn't go on standing. 
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thousand are private companies. During the year 
11,385 companies were dissolved or struck off the 
register and winding-up proceedings were begun in 
12,063 cases, of which 969 were compulsory liquida- 
tions. 

The report gives details of some of the responsi- 
bilities of the Board of Trade under the Companies 
Act. For instance, the Board rejected some thirty-five 
thousand eight hundred suggested names for com- 
panies, mostly on the ground of their being too like 
the names of existing companies. In addition, the 
Board received over thirteen thousand applications for 
approval of change of name. 

There is also information about the appointment of 
inspectors during 1966, and a section on Board of 
Trade prosecutions under the Act shows that there 
were 865 prosecutions for failure to file annual returns. 

In the course of the year the Companies Registration 
Office received 1,088,000 documents for filing and 


The firm’s sick-pay period ran out and there’s some- 
thing holding up my weekly national health allowances 

. Гуе six children at home . . . the money will come 
next week, they promised, but meantime Г m in 
terrible trouble.’ 

Не rambled on about the various approaches he’d 
made, and the explanations, and the red tape. Yes, he’ d 
been to his employers, but they were going through a 
difficult period. He’d already borrowed elsewhere, 
wherever he could in fact, but if he could just last out 
till next week. . . . After all, he'd known me for some 
time; it wasn't everybody he could bring himself to 
ask for help. He'd never had to sink to this before. . . 

My own problem was the psychological battle that 
was raging in my mind. It was, or at least it seemed to 
be, an obvious touch. Га seen it coming well in 
advance. There was no point in being gullible; a slick 
talker will always outsmart a mug. On the other hand, 
I didn't do a lot for charity; Гуе neglected far more 
appeals than I’ve accepted. It's wrong to react to hard 
luck tales with automatic suspicion. Isn’t it better to 
trust the down-and-out suppliant once in a while? 
Surely one must learn to help a neighbour in need; 
surely charity is what distinguishes the Christian from 
the savage? 

Anyhow, against my better judgement and as a 
gesture of faith in humanity, I yielded. He was 
pathetically grateful. He’d pay it back next weel 
without fail. I felt a warm glow. . 

I've never seen him since, but last week as І steed 
in my garden a tall powerful character limped in and 
pulled up his trouser-leg dramatically to reveal a 
powdered calf. “You don’t know me, sir,’ he said with 
blunt simple honesty, ‘but I’m Bob Smith, with six 
kids at home and not a penny in the house . . ..' 

"Word for word, the same sales talk- but their 
organization's computer must have ре чо оп the 
random-sampling technique. 
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there were well over one million public inspections of 
files - considerably more than double the number ten 
years ago. | 


Computer Control of Purchase Tax 


To have just received from H.M. Customs 
and Excise the first batch of computer-prepared 
returns for purchase tax as a result of the transfer of 
much of the routine work of accounting for the tax 
to the Department’s LEO їп computer at Southend. 

The new computer system is designed to make 
substantial savings in the administrative cost of 
the collection of the боо million yield from pur- 
chase tax. The quarterly return forms are prepared 
by computer and the whole operation of inserting and 
sealing in envelopes is performed mechanically. 

Particulars of the receipt of purchase tax returns and 
payments of cash are fed into the computer, and if 
payment is overdue the computer generates reminders. 
Statistical analyses previously performed clerically are 
now also done by computer. 
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Scottish Institute’s Introductory 
Courses 


Еос the success of last year’s series of 
oilot full-time introductory courses for first-year 
apprentices, The Institute of Chartered Accountants 
of Scotland has now established these courses in 
Aberdeen, Dundee, Edinburgh, Glasgow and London. 
In some cases the courses will be arranged with 
Institute lecturers; in others they will be held at 
colleges of commerce. 

The courses, which will be held in September, last 
for up to four weeks and consist mainly of book- 
keeping, accounting and general commercial know- 
ledge. They are intended for school-leavers about to 
begin a five-year apprenticeship and students about to 
begin a university degree course (which includes 
accountancy) and who propose to follow this with a 
shorter apprenticeship after graduation. 

It has been found that introductory courses are of 
great benefit both to apprentices and to the offices 
where they begin their training. 


The Funds, Other Securities 


and Taxation 


by H. S. A. MACNAIR, F.C.A. 


CHEDULE C relates to interest, ‘dividends’ and 

public annuities or shares of annuities derived from 
the public sector of the economy, inclusive of those 
payable out of the public revenue of any Government 
and out of the revenue of any public authority or 
institution in any overseas country. (It should be noted 
that the expression ‘public revenue’ does not include 
the income of local authorities in the United Kingdom, 
for the reasons discussed in Lush v. Coles ([1967] Т.К. 


eher light on the scope of Schedule C in relation 
to governmental bodies such as the former War 
Damage Commission is shed by the case of C.I.R. v. 
Bew Estates Lid (35 A.T.C. 104; 36 T.C. 476). How- 
ever, the term ‘overseas public revenue dividends’ is 
reserved for items payable from non-United Kingdom 
sources outside the United Kingdom, even if these are 
also payable in the United Kingdom. 

The tax under Schedule C may perhaps be viewed 
primarily as a withholding tax, and for this reason it 
extends to the items referred to above payable in the 
United Kingdom in any year of assessment as also to 
the yield from securities of the United Kingdom 
Government registered in the Bank of Ireland in 
Dublin. Schedule € also embraces coupons, including 
warrants or bills of exchange, by means of which pay- 


ment of ‘overseas public revenue dividends’ is ob- 
tained by any person in the United Kingdom. More 
specifically, tax is attracted on the occasion of sale or 
realization on behalf of a third party by a banker or his 
equivalent, and where a dealer in this field makes a 
purchase from outside the market. For an illustration 
of the circumstances in which these provisions are 
designed to operate, reference may be made to С.Г.К. 
v. Paget (17 A.T.C. 1; 21 Т.С. 677). 

The withholding character of Schedule C is empha- 
sized by the statutory concession to small savers where- 
by no tax is deductible at source from half-yearly 
payments not exceeding sos (other than those called 
for by a bearer bond or stock certificate coupon) if 
effected through the Bank of England, the Bank of 
Ireland or the National Debt Commissioners. These 
small payments are assessable on the recipients under 
Case III of Schedule D and in any event the tax under 
Schedule C is not expressed to be chargeable on 
amounts below an annual rate of 205. 


Payment without deduction of tax 

Аз is general experience, much of the 41 per cent War 
Loan in issue is paid without deduction of income tax, 
being assessable on the recipients under Case III of 
Schedule D. 'The practice reflects the 'Ттеазигу'з 
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power (section 196, Income "Гах Act 1952) to direct 


this procedure in the case of securities treated as issued. 
under the National Loans Act 1939, the war loans of. 


1914-19 and certain issues, in the context of State 
control, of the years 1946 and 1947. However, the pro- 
cedure is not always convenient to the registered holder 
who may apply to the Bank of England or, if appro- 
priate, the Bank of Ireland, on giving at least two 
months’ notice, to have the interest paid under 
deduction of income tax — a step which, in the case of 
securities held on trust, may be taken without the con- 
sent of any other person and despite the terms of the 
trust instrument. Similar notice is required to cancel 
such a choice. 

It may be noted here that any registered or inscribed 
holder who receives in a representative capacity any 
interest so paid without deduction of tax, and any 
person who has acted as intermediary in the purchase of 
such securities, may be required to give particulars to 
the Revenue of the amounts of the securities or interest 
and the names and addresses of the persons concerned. 

A problem arises in relation to the double charge to 
tax that occurs in the years of assessment which first 
include items received, less tax, since the first such year 
and possibly its successor will also include assessments 
on а preceding year basis under Case III in respect of 
the yield of the same securities. Having regard to the 
progressive incidence of taxation it is provided that the 
excess interest in such circumstances is to be excluded, 
where an individual so requires, from total income and 
instead charged to tax at the rates applicable to the 
highest equivalent slice of such income. This rule is 
applied on any exchange of Government securities 
which may involve a transition from gross to net pay- 
ments of interest and even where the change results 
from an election as mentioned above. 


Funding of interest 


When a debt has been incurred — whether in respect of 
any money borrowed or otherwise — by any Govern- 
ment, public authority or public institution or by any 
body corporate, and the liability to pay any interest is 
the occasion of the issue (after 1938) to a creditor of 
certificates of indebtedness, bonds, stocks, shares or 
securities, that event is also an occasion of charge under 
Case VI of Schedule D in the context of income tax 
or corporation tax. 

However, the measure of the charge is not the face 
value of the paper but the value of the bonds etc. ‘at 
the time of issue although no further liability (except 
perhaps in relation to chargeable gains) arises on 
redemption. In point of fact provision is made for the 
issue to the Revenue of paper in satisfaction of the tax 
required to be withheld, but this appears so impractic- 
able that one assumes the Revenue would in most 
cases prefer to exercise their alternative right to assess 
the recipients under Case VI. An insight into the type of 
situation thus aimed at by section 202 of the Income 
'Tax Act 1952 may be gained from Cross v. London and 
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Provincial Trust Lid (17 A.T.C. 153.21 Т.С. 705). 

A point to notice is that a reduction of total income 
is rendered ineffective where the owner of any securi- 
ties, without parting with them, sells or transfers the 
right to receive any interest payable on them or 
actually realized. This. has obvious significance for. 
surtax purposes but, should the interest be paid with- 
out deduction of income tax, a charge may also arise 
under Case VI although in the case of individuals (not 
being subject to corporation tax) the charge is restricted 
to remittances periodically made to the United King- 
dom if the owner would normally be assessable on a 
*remittance' basis under Cases IV or V (see section 416 
of the Income Tax Act 1952 and the reference above 
to Paget’s case). : 


Repayment to non-residents 


The tax withholding rules of Schedule C as discussed 
above are sufficiently wide to catch overseas obliga- 
tions of the specified character, paid through London 
for reasons of convenience on the part of the payer. In 
consequence, provision is made for repayment of 
income tax where the beneficial owner is not resident 
in the United Kingdom, with particular mention of the 
case where his rights are those of sole beneficiary in 
possession under a trust with power to require the 
relevant securities to be made over to him free of trust 
(as instanced by Hamilton-Russell’s Exors o. CLLR. 
(25 T.C. 200)). 

In this connection ‘specified’ overseas obligations 
are those referred to under Schedule C above as. 
passing through the hands of a banker or dealer and 
any interest etc. on securities of territories abroad. 
owing allegiance to the Crown or of India, the Republic 
of Ireland or indeed a foreign State. 

'The foregoing exemptions also apply in relation to 
the parallel rules under Schedule D (Chapter IV of 
Part VII, Income Tax Act 1952) for any interest, divi- 
dends or other annual payments payable out of ог in 
respect of the stocks, funds, shares or securities of any 
body corporate not resident in the United Kingdom (or 
of any such body politic or collegiate, or of any com- 
pany, fraternity, fellowship or society of persons, 
whether corporate or not, if not resident) and in this 
context the meaning of 'coupons' is extended to in- 
clude the relevant warrants or bills of exchange. 

Another extension concerns annuities, pensions or 
other annual sums payable out of the funds of any 
institution in India or Pakistan, and this may be the 
place to notice the reliefs proposed from income tax 
on income derived from investments or deposits of the 
Central African Pension Fund or the Overseas Service 
Pension Fund (sections 38 and 39 of the Finance Act 
1967). 

Sections 188 and 189 of the Income Tax Act 1952 
set out the responsibilities for deduction of tax laid 
upon bankers, dealers and others in cases falling under 
Schedule D, to which are applied the detailed rules in 
Part III of Schedule 8, as amended. Parts I and II 
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contain the requirements. applicable to Schedule C. 
For those interested in the m2chanics of exemption by 


payment gross, rather than by repayment of tax with- 


held, an authoritative description of the relevant pro- 
cedures is to be found in the course of ап address by 
the Inspector of Foreign Dividends reported on page 
533 of The Accountant for April 30th, 1966. 

The terms of the corresponding exemption under 
Schedule C for charities are æt out at the head of page 
56 of the Charities Act 1960 ‘Sixth Schedule), while a 
similar .privilege is accorded by section 22 of the 
Finance Act 1957 to the banks having the custody of 
the principal foreign exchange reserves of Burma, 
Ghana, Guyana, India, Iraq, Jordan, Libya, Sierra 
Leone, Zambia, Malawi anc Rhodesia (the Reserve 
Banks: previously mention was made of the Bank of 
Rhodesia and Nyasaland), zlthough the rules as to 
inclusion of such income їл any United Kingdom 
business carried on by them гте not thereby abrogated. 
Other exemptions relate to accounts with the Bank of 
England in the name of the Crown, the Treasury ‹ ог 
the National Debt Commissioners. 


Exchanges and conversions 


For many financial institutions it is standard practice 
to accept a method of valuation of investments not 
forming part of the capital structure of the business 
whereby changes in value are not recognized for tax 
purposes until realization takes place, as instanced by 
the case of The Royal Insurence Co Ltd о. Stephen (7 
А.Т:С. 307; 14 T.C. 22). In general, a so-called ‘con- 
version' of a maturing security into its logical successor 
will involve a realization, but certain such occasions of 
profit or loss taking are to be treated as if the same 
stock had been held througiout, subject to the tax- 
payer's right to have the in-mediate realization basis 
substituted. А leading occasion related to the соп- 
version in 1931 of War Loan to 35 per cent but the 
privilege of continuity recorded in section 433 of the 
Income Tax Act 1952 exterds only to holdings in a 
relevant trade. 

: More generally, this privilege is extended to ex- 
changes of securities, includ ng shares, stocks, bonds, 
debentures and debenture’ stock, effected in pursuance 
of any enactment since April sth, 1946, which provides 
for the compulsory acquisition of particular securities 
and the issue of others in lisu, if the Treasury direct 
that section 434 is to apply. во those circumstances. 
''Similar remarks concern arrangements under the 
National Loans Act 1939 and any exchange of securi- 
ties effected by section 1 of the Bank of England Act 
1946 is within the scope of section 434. That section 
is expressed to apply to securities to which a person 
who is carrying on a trade consisting wholly or partly 
in dealing in securities is beneficially entitled, if ex- 
changed in the prescribed circumstances, with the 
consequence that the two secs of securities are identi- 
беа, any (additional) consiceration for the exchange 
béing.related to the ultimate disposal. An election to 
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the contrary by the taxpayer must be made within two 
years of the end of the year of assessment in which the 
exchange takes place. 

А. further extension relates to the case where securi- 
ties are issued, e.g. by way of compensation, in pur- 
suarce of any enactment passed after April sth, 1946, 
to any body corporate as, or as part of, the considera- 
tion for the compulsory acquisition of any property 
under that enactment but the body corporate is subse- 
quently wound up or has its capital reduced or its 
bonds, debentures or debenture stock are redeemed. 
In these circumstances, if the compensation issue is 
distributed to those having interests in that body cor- 
porate and if the Treasury directs that section 435. is 
to zpply, then similar exchange arrangements take 
effect. The directed items may replace the former 
holding in the body corporate should the latter be 
extinguished wholly but in other eventualities the 
Treasury will direct what arrangements are to be 
deemed effective for the purpose of measuring up the 
results of the operation. 

The provisions in tax legislation relating to Govern- 
ment securities mark a conflict between incentives to 
fund raising and protection of the revenue yields. In 
the course of, the First World War it was provided that 
if a bank had subscribed to any Government war loan 
it was to be entitled to include the interest thereon in 
its Case I: computation - a privilege, it would seem, not 
so much by reason of the concomitant waiver of 
Schedule C liability but because in effect the cost to. 
the sank of borrowing (or forgoing) the relevant funds 
could thus be set off, with equalization of the cash flow 
factors. In order to qualify, such a bank had to be 
carrying on a bona fide banking business in the United 
Kingdom and it is noteworthy that the relief given by 
section 200 of the Income Тах Act 1952 to borrowers 
had a similar origin in the desire to менше war Bion 
subscriptions. 


Revenue approval 


'The latter relief applies for income tax purposes (for 
surtax, the relief given in practice appears to represent 
à concession: per Viscount Radcliffe in C.I.R. v. Frere 
(43 A.T.C. at page 343; 42 T.C. at page 154)), when 
interest is paid in the United Kingdom on a bank 
advance without deduction of tax. In this context one 
тау note the recent Revenue notification of approval for 
payment of bank interest gross in all circumstances (The 
Accountant, June roth, 1967, page 781). ; 

: The relief presupposes the existence of a fund of 
taxed income against which it may be allowed, although 
for persons subject to corporation tax. the more 
favourable terms of section 52 (3) (b) of the Finance 
Act 1965 grant a deduction in respect of the accounting 
period in which the interest is debited, if not taken up 
uncer Case I. For others, however, the extension in 
respect of interest paid to members of Stock Exchanges 
in the: United Kingdom and to discount houses 
excludes yearly interest. 
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insurance Indemnities - І 


by An Insurance Correspondent 


Some of the indemnities concerned with property are discussed in this 
the first part of an article describing some lesser-known forms of insurance 


NE of the drawbacks which may be encountered 

by professional developers and those who simply 
wish to develop land for their own purposes may be 
that there is a restrictive covenant attaching to the land. 
Described as being a negative burden in equity, a 
restrictive covenant ‘runs with the land in perpetuity’. 
This means that although the original contract will 
have been between the owners of land, the benefit can 
be claimed by their successors in title. 

In the past, owners used to impose restrictive 
covenants to try to preserve the character of their 
lands from the effects of the industrial revolution. 
Although an owner could impose a restrictive covenant 
to prevent owners of land from doing anything which 
would detract from the value of his own land, in 
practice one of the most commonly met restrictions is 
in connection with the density of housing on land. 


Contravention of restrictive covenant 


Nowadays, the position has often altered so much that 
no appreciable harm is likely to result from contra- 
vening a restrictive covenant. Anyone wishing to 
contravene a restrictive covenant may apply to a lands 
tribunal. But these tribunals only have power to 
modify covenants, and not to remove them altogether, 
besides which they have become more reluctant to 
allow appeals to them. 

Unfortunately, however, this type of application, or 
applying to the Chancery Division of the High Court, 
is likely to be not only time consuming, but also 
expensive. A much cheaper and more satisfactory 
arrangement is to obtain an indemnity from an in- 
surance company for the breach of a restrictive coven- 
ant when the question arises. Such an indemnity, 
which should not attract a high premium, will protect 
the insured against the possibility of there being anyone 
who may have the right of enforcement, and the con- 
sequences of any actions which they might take. Thus, 

under no circumstances would insurers consider 
providing a restrictive covenant indemnity to protect 
‘an insured from the consequence of the enforcement 
of the covenant by a known party. 

Broadly speaking, an indemnity will cover the 
insured's liability at law for damages in respect of an 
actual breach of the restrictive covenant. In addition, 


all legal costs and expenses recovered by any claimant 
from the insured, or which have been incurred with 
the consent of the insurers, will be met. 

It is not always easy to determine in advance for 
what figure an indemnity should be arranged. The 
amount of a claim, however, could be very high, for 
there is the possibility (albeit remote in any particular 
instance) that an action could be brought for the grant 
of an injunction on the grounds that the proposed user 
of the land will constitute a breach of the restrictive 
covenants. If a. mandatory injunction should be 
granted, the result may be that the building in question 
will have to be demolished and the land would have to 
be reinstated to its former condition. 

In a case such as this, the claim under the indemnity 
policy could include the costs-and expenses in con- 
nection with the purchase of the land and its develop- 
ment. In addition, there would be the cost of the 
demolition work and the reinstatement of the land to 
its previous condition to be met. | 

There is no reason why, under this type of policy, 
the developer’s profit should not be insured. Never- 
theless, the insurers will be prepared to cover only the 
proportion of profit anticipated as it relates to the 
period prior to the granting of the injunction; they will 
not.cover the whole profit anticipated had the develop- 
ment taken place as planned. 

Interest on a bank overdraft in connection with the 
development can usually be covered under this type of 
indemnity and, on occasions, liabilities to the builder 
by the developer under a single contract. | 


Diminishing risk . 
Only a single premium is paid for this type of in- 
demnity, and there is no expiry date in the policy. 
In practice, however, from the point of view of the 
insurers, the risk actually run diminishes with time. 
This is partly because the cover is restricted to claims 
in connection with a particular development and also 
because the burden of a restrictive covenant is governed 
by the principles of equity. It is popularly said that 
*delay defeats equities', and there is no doubt that this 
can have much the same effect as the statutes of 
limitation in law, although each case is considered on 
its merits and there is no overall time limit. 
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Although, therefore, the indemnity has the effect of 
diminishing in real value over the years (as the actual 
risk diminishes), it із usually freely assignable to 
successors in title and assigrs of the original insured. 

-As has been said, insur2rs will not provide an 
indemnity against a claim wàich might be made by а 
known party and, since a high claim could be payable 
under one of these policies, usually a fairly careful 
investigation is undertaken Ly the insurance company 
before the risk is accepted. 

Basically, an underwriter considering a risk of this 


type will be interested in the present-day social апа. 


economic character of the area, together with changes 
which have taken place in the general character of the 
neighbourhood since the first imposition of the 
restrictive covenant. Change is important, for if 
considerable changes have taxen place not only is there 
the possibility that there hzve been breaches of the 
same or other restrictive covenants which could destroy 
an objector's right of benefit but also in such circum- 
stances the Court has powers to wholly or partially 
discharge or modify the restriction. 

Premiums depend very much on the individual 
merits of each case, althocgh underwriters do not 
actually expect claims uncer this type of policy. 
Sometimes, however, an uncerwriter is prepared only 
to offer partial cover, depending on his views of the 
risk which would be run. 


Certain conditions 


There are other occasions when a form of indemnity 
which can be provided by employers may be required 
in connection with property. One indemnity (which, 
it should be added, is not alvays popular with insurers, 
partly because of the political risks and implications 
involved) concerns railway land and other land with 
Government connections. 

Sometimes land of this type is let on a long lease for 
development of various kirds. But there are often 
certain stipulations and conditions. For instance, 
although the lease may be for a long period, it is by 
no means unusual for it to contain a stipulation to the 
effect that the owners have the right to take possession 
on giving notice of no more -han a few months. 

А variation of this particular theme, although the 
effect is very much the same in practice, is for the land 
to be let only for short periods, although it is under- 
stood by both sides that remewal of the lease will be 
withheld only in exceptional circumstances. 

In either case, the actual r.sk of repossession may be 
fairly slight. Nevertheless, it exists and thus anybody 
undertaking the development work has an insurable 
interest should the lease пот run for its full term (or 
should it not be renewed as aaticipated, as the case may 
be). It could so happen that the lease might terminate 
before there had been any appreciable return on the 
capital invested in the development. 

This is another case where, before issuing a policy, 
insurers are likely to make fairly extensive inquiries 
and, even if a policy is issued, certain stipulations and 
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corditions are likely to be incorporated. These, 
however, are unlikely to afford the insurers much pro- 
tection in the event of major changes in the policy of, 
say, the British Railways Board or the Government. 


Limited period 

Here again there is the problem of deciding on the 
indemnity which is required. Insurers, too, may not 
agree to a suggested figure. Basically, the attitude 
adopted by the leading insurers so far as this class of 
business is concerned is that the initial indemnity 
prcvided by the policy should diminish according to 
the number of years which pass between tbe lease 
being granted and any claim being made under the 
poEcy. This is simply because, with time, the actual ` 
loss incurred by the insured will not be so great as at 
the outset. 

In view of the above, insurers may limit the period 
of the policy to ten years. It is quite possible that a 
scale of compensation may be agreed at the outset — so 
as -o provide a diminishing amount each year during 
which the policy is in force according to when a claim 
is made. Exactly how the scale will be drawn up will 
verz much depend on the facts of each case which the 
insurers have to consider. 

Problems can also arise when there is a defect in the 
title to property. No purchaser is likely to be prepared 
to pay the same price for property where there is a 
defect in the title as where all is in order. It may well 
be worth while, therefore, for a suitable indemnity to 
be obtained from an insurance company — which can 
be handed on to the purchaser. 

Generally speaking, this is another occasion where 
insurers will not wish to become involved if there is а 
definite possibility that there may be a claim. Тћиз the 
issce of indemnities for defective titles tends to be 
resiricted to those cases where the defect does not 
amount to very much – and where it is likely to prove 
to be mainly of a technical rather than a practical 
natare. A typical example is a case where, in the past, 
a trustee may have bought the property for himself. 

An indemnity can be provided by the insurance 
company and this will basically guarantee to make 
gocd the purchase price should some other person be 
able to establish a prior right or title to the property 
or the existence of a charge on it. А point to watch 
here is that the amount of the indemnity may need to 
be increased so as to keep in step with the market 
value of the house. 

"When the indemnity is issued, it will be in favour 
of ihe owner, and will also be for the benefit of his 
heirs, assigns, and successors in title. Thus it can 
simply be passed on with the title deeds when the 
prcperty changes hands in the future. 

Another type of indemnity which may be obtained 
fran an insurance company is when a share certificate 
is znissing. Perhaps either an estate is being wound up, 
or the owner wishes to sell the shares. 

Generally speaking, when advised of the loss of a 
certificate, the registrar's department of a company will 
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be prepared to issue a duplicate. Although a note will 
be made in the register against the original certificate 
that it has been lost, and that a duplicate has been 
issued, as a safeguard the company concerned is likely 
to require an undertaking from an insurance company, 
or from a bank. 

Often a company has its own form of indemnity 
which it requires to be used in these circumstances. 
Broadly, however, the aim is that the company and its 
successors shall be indemnified against any loss which 
it may sustain as a result of having issued the duplicate. 

In considering an application for an indemnity of this 
kind, an insurance company will be concerned mainly 
with the moral hazard. All should be quite straight- 
forward for anyone whom the insurance company 
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knows to be honest and business-like. Otherwise an 
insurance company may well-require evidence of the 
good character and integrity of the proposer. And 
often the insurers may require a Statutory Declaration 
to be made in connection with the loss.: 

Some indemnities have no limit to them since 
nobody can tell at what level the shares may be stand- 
ing if and when the original certificate is presented for 
transfer in the future. Nevertheless, the premium for 
this tvpe of indemnity is usually based on the market 
value of the holding at the time when the indemnity 
is issued. The premium rate may be in the region of 
155 to 205 per cent, although there may be a fairly 
substantial reduction in the rate if the sum involved is 
particularly high. 


Accounting Services to Agriculture — 
Obligations and Opportunities - | 


BLIGATIONS and opportunities are common to 

most of the professional activities of a practising char- 
tered accountant. One may ask, therefore, why bave they 
been singled out in the title of this paper for special mention 
in relation to agriculture. 'T'he reason is that there is, or at 
any rate there ought to be, a special relationship between 
practising accountants and their agricultural clients, which 
is (with certain exceptions referred to later) not present 
in the relationship of practising accountants with the 
majority of their clients in those other industries that are of 
a size and importancé comparable to agriculture. 


2. 'The obligations and opportunities which this special 
relationship involves, are the underlying theme of this paper 
— and are indeed its only justification, because the purely 
accounting problems that arise in giving service to agricul- 
ture are relatively simple. The appropriate accounting 
techniques are well known, and in themselves, present 
no particular difficulties: and the real reason why the 
accounting problemis of agriculture merit consideration 
in depth is not an accounting reason at all; it derives from 
the agricultural, as opposed to the accounting, side of the 
problem. 


3. It is, therefore, fundamental to the thinking of this 
paper that the first step that must be taken by the practising 
accountant wishing to assist agriculture is to recognize that 
the problem is basically an agricultural and not an account- 
ing one — and the second step is to acquire a working know- 
ledge of two subjects which are not strictly accounting 
matters at all—first, of various approaches that have 
developed to the problem of management in agriculture, 


The first part of a paper presented at the Oxford Summer Course 
of The Institute of Chartered Accountants in England and Wales 
on July 15th. 


by S. У. P. CORNWELL, M.C., M.A., F.C.A. 


and secondly, of various forms of assistance, provided 
principally by the Government, available to agricultural 
management. In particular, he will have to understand his 
individual farming client's approach to management, and 
the availability, utility and limitations of the management 
information and assistance provided by the Government. 


4. Тле layout of this paper, therefore, first considers 
certain factors in agriculture which distinguish it from other 
industries, and especially the various forms of Govern- 
mental assistance available, goes on to examine the effect 
of these factors on the management problem and the 
management approach in agriculture, and: thirdly, indicates 


„the dominating influence which these factors should have 


on the design of annual accounts in agriculture and on any 
attempt at management accounting in the industry. 
5. It is no part of this paper to deal with two Specie 
aspects of agricultural accounting: 
(a) where the farm is of a size to support a whole-time 
accountant; or 
(b) where the principal activity is of the type known as 
‘factory’ farming, e.g. broilers. 
In the former case, no practising accountant could presume 
to teach one of his professional colleagues who is engaged 


‘whole time on agricultural matters anything about the 


accounting problems; and in the second сазе, the-account- 
ing problems have little in common with those of the 
‘ordinary’ farm, and are more akin to those of the manufac- 
turing or processing unit in industry. 


Special relationship between agriculture and the 
accounting profession — its source and nature 


6. The source of the special relationship derives directly 
from one of the characteristics which distinguish agriculture 
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from most other industries — and the one which is the most 
important distinguishing characteristic of all for account- 
ancy purposes. 


7. It is the relatively small size of most farming units, 
with the corollary that comparatively few farming units have 
their own full-time ассоцпіапт- and the additional com- 
plication that most farms do not even retain their own 
book-keeper. The raw material upon which the practising 
‘accountant has to work is consequently inferior to that 
available in other industries of comparable size and import- 
ance. 


8. The nature of the special relationship is a direct 
consequence of the small size of the average farm unit. If 
agriculture is to enjoy accounting assistance and services 
comparable to those available to other industries, a prac- 
tising accountant must regard himself as part of the 
‘management team’, with obligations more extensive than 


he might expect in other industries, and in some senses akin. 


to the obligations of the industrial accountant. In par- 


ticular he will be the initiator 5f any form of management. 
accounting. He will have to accept that, if he drafts the farm: 
accounts purely to act as a yardstick for taxation liabilities, 


then his client will be left without any accounts which can 
serve as a tool of management. To rectify this, the practising 
accountant must consciously regard the accounts he pro- 
duces for his farming client as being the main aid of an 
accountancy character that the farmer enjoys in trying to 
manage his farm. 
The other members of the management team will be, 
of course, the farmer himself, and the National Agricultural 
Advisory Service, either in the physical form of the district 
agricultural adviser or а specizlist officer, or in the literary 
form of any of the standards of performance that may be 
utilized for comparative purposes by the farmer himself. 


9. To put the special relatiorship in practical terms, if the 
practising accountant is to provide any form of management 
accounting service, he must ke able to recognize the four 
main lines of approach to farm management that can be 
distinguished: he must accept the fact that the accounts he 
prepares should be in a form in which they would be useful 
to the other member of the management team – the 
district advisory officer, if and when such is called in — and 
he must be prepared to play, at least in part, the role of an 
industrial accountant in undertaking to design the farm 
accounts to help farm management and farm planning (a 
sphere where there is plenty of Government help) and to 
aid control of performance against budget (a sphere in 
which there is practically no Government help). 

The rest of the argument in this paper rests upon ассері- 
ance of these propositions. 


Additional features distinguishing agriculture 
from other industries : ' 


то. Regard must also be had to certain additional factors, 
apart from the inability to рег.егаѓе any appreciable internal 
accounting: activity, which distinguish agriculture from 
most other industries, and which accordingly also govern 
the organization and the nature of the accounting services 
that can be provided for it. These factors are broadly: 

. (a) The existence of manzgement assistance, both of a 
narrowly technical character, and of a broader ‘busi- 
ness management’ character, in the form of a National 
Agricultural Advisory Service provided by the 
‘Government at no chazge to the individual farmer – 
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to obtain which assistance, the farmer has in practice: 
to do little more than lift the telephone. - 


(b) The provision of additional forms of Government 
assistance (partly direct and partly indirect) of which 
the following aspects are the more important: 


_ (i) the availability of comparative statistics of the 
performance of neighbouring similar farms, both 
average and above average, and graded by acre- 
age; 

(ii) the Small Farm (Business Management) Scheme; 

(iii) the Farm Business Recording Scheme. 


These forms of assistance are supported by a con- 
siderable literary output, both by the Ministry of 
Agriculture, Fisheries and Food, and.the Departments 
of Agricultural Economics of various universities, 
and by other parties, to which some reference is made 
in the bibliography at Appendix 2. 
(c) The fact that agriculture is exposed to a greater degree 
than most other industries to Government assistance 
‚ (or interference, depending on the observer's point of 
view) in the:form of subsidies, and of variation of 
subsidies, at the annual reviews. 


(d) Lastly, the seasonal nature of farming operations. 


It is unwise to attach too much weight to this last factor, 
the impact of which is being substantially modified by 
technological advance and the only real significance of 
which is that it renders unavailable that steady flow of 
periodical sales figures which are the central feature of the 
management accounting structure in most other industries. 


тт. It may be desirable to digress:at this point and to 


‘accept the fairly obvious point that the factor in paragraph 7 
{е absence of a full-time accountant) is, of course, common 


to a variety of smaller units in other industries. In such 


"circumstances it is true that the practising accountant's 


services to a client without a full-time accountant, tend to 
overlap into the fields of financial or management account- 
ing advice and assistance: and to this extent the practising 
accountant could be said to be in the same sort of special 
relationship to his smaller industrial and commercial clients 
as is postulated for the special relationship with the agri- 
cultural industry. Nevertheless, the additional absence of 
any specialist book-keeping assistance of a calibre enjoyed 
by most other industries markedly aggravates this factor. 

12. While therefore it is possible to find in other indus- 
tries some factors which would bear comparison with one 
or other of the peculiarities of the agricultural industry 
listed in paragraph 1o, the presence of all these factors in 
the one industry can be said to be unique. 


13. (а) It may be worth while submitting a practical 
illustration of this. In a manufacturing industry, a budget 
subcommittee would commence its work by having before 
it, at the very least, the actual results of preceding periods 
in a form from which it can work directly, and would 
probably have departmental forecasts for the future in a 


‘similar form. The agricultural equivalent is the farmer and. 


the advisory officer settling down to either a farm budget 
or a partial re-budgeting operation. 


(b) Where this happens — and this is a matter of experi- 


'ence — the first step that the advisory officer has to take is 


usually to re-draft the accounts of the farm for the previous 


period into а form: upon which he can bring his special 


skills to bear and in a form which is significant for budget- 
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ary and analytical purposes. The necessity to do this — and 
the fact.that the majority of farm accounts are designed 
principally to satisfy the Inland Revenue, and not to act as a 
management tool- are recurrent complaints among agri- 
cultural advisory officers, and are, whether wholly justified 
or not, a reflection on the help that the profession as a whole 
has been able to give to farmers hitherto. Unfortunately in 
this sort of complaint the Advisory Service does not always 
distinguish between the qualified members of the profession 
and others not so qualified. 


Forms of Governmental assistance to agriculture 


14. It is now necessary to deal in some detail with the 
various forms of Government assistance, with special 
reference to their significance to the problem of manage- 
ment. 


15. The first, of course, is the existence of the National 
Agricultural Advisory Service - providing both specialist 
officers and district agricultural advisers who are trained 
to approach the farmer's problem as one of managing a 
business. If the farmer decides to make use of this assist- 
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ance, either for analytical ог budgeting purposes, either 
his accounts will have to be prepared in a form which the 
advisory officer can use, or time will have to be wasted in 
recasting them in the appropriate form. Accordingly, the 
practising accountant must regard the district agricultural 
adviser as a member — actual or potential – of the manage- 
ment team to which the.accounts are to be of service, and 
must endeavour to incorporate in those accounts the 
adviser's requirements regarding management information. 


16. Secondly, the farm management handbooks. 


(a) The agricultural economics departments of various 
universities issue, customarily on an annual basis, 
information relating to various categories of farms in 
their geographical area (at Appendix 1 is a list of the 
departments which issue such material). 


(5) For illustrative purposes a random extract from the 
Farm Management Handbook of the Universities of 
Eristol and Exeter is reproduced below (Fig. 1). 
The section chosen includes information on average 
outputs and inputs per acre, expressed in sterling 
figures, for a variety of regional types of farm. The 


FARMS WITH LITTLE OR NO DAIRY: 
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(Milk under то per cent of gross output: Cattle and sheep greater than crops) 
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1964 edition contained the information opposite for 
eighteen different types of farm and for varying 
acreages, and was suppor-ed by standards of perform- 
ance, again largely expressed in sterling figures, for 
. crops and stocks (which are not reproduced). 
(c) It will be observed that information is provided both 
for average and high income farms. 


17. The significance of these handbooks for accounting 
and management purposes is two-fold: 


(a) The information in them is used as reference data by 
the Advisory Service officers in their field work – and 
therefore, the form of analysis adopted is of particular 
importance to the practising accountant. 


(b) The original intention was that these average figures 
should provide 'standardz', very much in the sense of 
standard costs in manufacturing industry, deviations 
from which would guide either the farmer, or the 
farmer in consultation with the Advisory Service, 
towards correct remedial action. This conception has 
in practice been shown to be 100 naive to be really 
‘effective for three principal reasons. 


18. (а) The first reason is іла the fairly wide average 
range in the graduations of farms Бу size has made the 
standards somewhat less senzitive than their industrial 
counterparts. 


(b) Secondly, the variances on the income side par- 
ticularly, between the standards ard the results on an 
individual farm, have been fcund to contain two factors 
(the yield and efficiency variance). Further reference to the 
technicalities of this is made at paragraph 75 (Б) but it will 
suffice to say at this point that effective remedial action 
was in most cases difficult until the variance had been 
sorted out between these two factors. 


(c) Thirdly, the validity of the standards tended to be 
undermined by price changes — because it was not as easy 
in agriculture to make adjustments to the latter, at the level 
of the individual productive unit, as it was in other in- 
dustries. 


I9. Nevertheless, a great dezl of the analytical work by 
advisory officers and a considerable amount of their re- 
budgeting technique hinge on the information provided in 
the handbooks. | 

Accordingly, in the context of farm management, easy 
comparability of the accounts cf the individual farmer with 
the standards contained in the relevant handbook should be 
a dominating consideration in designing the farm accounts. 


20. Next, the Small Farm (Business Management) 
Scheme. This scheme, which :s a successor to the Small 
Farmers Schemes of 1959 and 1962, has the following 
main features: 


(а) it offers grants to certain small farmers who are 
prepared to keep farm records and to improve their 
business with the advice of the National Agricultural 
Advisory Service; 

(Б) there are two tests to determine whether the farm 
business ranks: 

(1) the acreage must lie Eetween 20 and 125 of crops 
and grass; 

(ii) secondly, the farm must have a standard labour 
requirement of not less than 250 and not more 
than боо standard man days. 
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There are further conditions: . 


(iii) to qualify for a grant, the farmer must carry out 
an approved three-year farm management pro- 
gramme, designed to improve his profitability, 
and this programme must be drawn up in con- 
junction with the advisory officer; 

(iv) proper farm records must be kept for each of the 
three years. 

The Ministry of Agriculture pamphlet SFM.1 contains 
most of the details that practising accountants will require 
to know. 

21. The basis of the grant is as follows: 

First year: £50 plus £2 for each acre of crops and grass. 

Second year: £50 plus £3 тоз for each acre of crops and 
grass. 

Third year: £50 plus £3 for each acre of crops and 
grass. 

The maximum area which can qualify for the. acreage 
payment is one hundred acres of crops and grass, giving a 
maximum grant of {1,000 for any business. 


22. Fourthly, the Farm Business Recording Scheme. 
This scheme, which for the practising accountant's pur- 
poses is adequately described in the Ministry of Agriculture 
pamphlet FBR.x of July 1966, is comparatively new. The 
main features of the scheme are: 


(а) The object is to make grants available to farmers as a 
help towards the cost of employing a record-keeping 
business to keep records for them. | 

(b) The minimum qualifying standard is а labour require- 
ment of 250 standard man days – there is no upper 
limit to the labour requirement. 


(c) The rate of grant is {70 per annum, but if gross 
margin summaries are prepared in conjunction with 
the Advisory Service, a further £30 per annum is 
payable. 


(d) Qualification for a grant.involves making a record- 
keeping business, whose services are generally avail- 
able to farmers for a fee, responsible for keeping the 
records. This deñnition includes businesses set up for 
the purpose of keeping farm business records, profes- 
sional accountants and farmers' co-operatives pro- 
viding record-keeping services for their members, 
together with, it is undérstood, organizations as 
diverse as the Milk Marketing Board and Imperial 
Chemical Industries Ltd. . 


(e) It is obligatory for the farmer to have the records sum- 
marized at the year-end on forms provided and to 
send the summaries to the district agricultural ad- 
visory officer.’ i ў 


(f) Finally, no grant under the Farm Business Recording 
Scheme is available to a farmer carrying out a farm 
management programme under the Small Farm 
(Business Management) Scheme already referred to. 


23. Тће principal significance to the practising account- 
ant of both these schemes is that where they are in opera- 
tion, then at the year-end, the great bulk of the analysis work 
necessary to provide accounts which are useful as a tool of 
management, will already have been done (and will in fact 
be supplemented by a not inconsiderable amount of physical 
data). 


24. It is sufficient to say, at this stage, that as is mentioned 
subsequently, the Ministry forms М.А. and M.A.2 fit in 
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"very well with the standardized working papers and 
procedures dealt with later. 


Factors governing the accounting procedures 


25. The preceding paragraphs have outlined the agricul- 
tural factors of which cognisance must be taken if farm 
accounts are to be useful as a tool of management. It is next 
possible to examine the purely accounting procedures which 
will be necessary to incorporate and reflect the agricultural 
requirements. 


26. There are two aspects: 
(a) the principle involved; 
(ф) the accounting techniques involved. 


The principle can be stated quite simply. It is that — 
either at the beginning of the accountant's association with 
his farming client or at-the start of the client's accounting 
year — the accountant must ascertain the management 
method followed by his farming client and then ensure 
that both the basic accounting records and their end- 
product in the form of annual accounts have a design and 
layout which fit in with the farmer's technique of manage- 
ment and facilitate their use as a tool of management by the 
farmer. This means in practice that the annual accounts 
will have to be designed so that they do one of three things. 
Either: 


(i) they show the results of the individual farm in a form 
in which the farmer can readily compare them with 
the average standards of performance provided for 
this purpose in the relevant farm management 
handbook; or 

(ii) the design of the annual accounts should correspond 
with the form in which the farmer drew up his own 
budget; or 

` (iii) the design of the annual accounts should throw up 
the gross margins on the individual enterprises, if the 
farmer belongs to the gross margins school. 


None of these alternatives, of course, are mutually 
exclusive. It may be helpful to trace in detail the steps that 
might be taken by a practising accountant to implement this 
principle. - 


27. The first step is to recognize that there are two distinct 
questions on which he would need to ascertain his farming 
client’s views, and that these questions must be raised at the 
beginning of the accounting year and not at the end: 

(a) first, what is the individual farmer’s approach to 

management? - 

(b) secondly, what is the farmer’s attitude to the book- 

keeping function? 
and it will be found that the answer to the first question will, 
from the accountant’s point of view be of significance in 
relation to the answer to the second question. 


The farmer's approach to management 


28. The farmer’s approach to management can advan- 
tageously be clarified by ascertaining whether he manages 
his farm by reference either: 
(i) to the available standards in the various handbooks; 
or 
Gi) to his own budget; or 
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(iii) to gross margins on individual enterprises. 


(A combination, об course, of these three approaches is 
perfectly possible.) 


Alternatively, 


(iv) the farmer may tell you that he manages his farm by 
inherited skill or ingrained know-how. 


(These four possible approaches may seem somewhat 
arbitrary. They have, however, emerged quite distinctly аз а 
consequence of the historical development of the Advisory 
Service — some comments on which are contained in the 
subsequent paragraph 75.) 


29. ТЕ the farmer’s approach is either (i) or (ii), then 
obviously the design of the annual accounts of that farm 
should follow either the layout af the standards for that 
category of farm in the appropriate farm management 
handbook, or the layout of the farmer's own budget. If the 
answer is (ii) ie. gross margins, then the accountant's 
problem is more difficult and is separately dealt with in 
paragraph 6o. 

If the answer is (iv) then the accountant's only con- 
solation is that accounts in the recommended form are no 
more expensive to prepare than in any other form — even if 
they are not eventually used as a tool of management. 


30. Thereafter, there are two other essential preliminary 
Steps: 

(а) The accountant must take the trouble – must is a 
considered word — to acquaint himself with the farm 
management handbook covering the area in which 
his particular client is farming. From the various 
types of farm the accountant must select with his 
client the category of farm into which the client's own 
activities fit. 


(b) The second step is for the accountant to find out 
whether his farming client is in fact maintaining any 
quantitative or physical records. These will, in the 
usual case, be based either on one of the National 
Farmers’ Union recording schemes, or on the 
N.A.A.S./N.F.U. Farm Business Records Book. If 
this type of physical and quantitative record is used, 
then the design of the annual accounts should take 
account of the quantitative records available (this is 
true whether the sterling section of the Farm Business 
Records Book is being used by the farmer or not). 
This is of particular significance if the farmer's 
management approach takes account of gross margins 
on individual enterprises. 


31: Ideally, the outcome of the steps taken so far should 
be that the accountant and the farmer can agree the design 
of the accounts that will be available at the year-end. 
Persuasion by the accountant may have a part to play here. 
The accountant is not suggesting that the annual accounts 
need be more expensive — he is suggesting that a conscious 
attempt should be made so to organize the basic book- 
keeping and the design of the annual accounts that the 
latter will give the farmer the ability to compare his actual 
results either with those of his competitors, or with his 
own budget. This is not to say that the farmer must neces- 
sarily use the standards in the farm management handbook, 
nor does it commit the farmer to calling in the Advisory 
Service. What this step does do, is to accept that the layout 
of information (in the form of heads of income and expen- 
diture) in the farm management handbook is the outcome of 
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a good deal of expert thought and field experience, and is 
likely to be far more significant for management purposes 
than any layout dreamed up by the accountant himself or 
his farming client. 


The farmer's records 


32. The next stage concerns the actual techniques of 
book-keeping or routine accounting. Consideration of these 
will depend on the farmer's approach to the problem of 
keeping the routine records and this may be reviewed under 
various heads. : 


33. If the farmer has applied for a grant under either the 
Farm Business Recording Scheme or the Small Farm 
(Business Management) Scheme, then the problem of the 
purely routine book-keeping should solve itself, owing to 
the obligation under those schemes either to complete 
M.A.1 and 2, or to provide such data as the. Advisory 
Service decide is required, respectively. 


34. It will later become apparent that though the layout 
differs from that in the suggested standardized working 
papers referred to subsequently the layout of M.A.1 can 
very easily be transferred to the standardized working 
papers — in fact it is contemplated that certain transposi- 
tions of the figures will in any event normally be done by 
the Advisory Service upon receipt of M.A.1. 


35. If neither of these schemes is in operation, the first 
requirement is to ascertain what records the farmer himself 
proposes to keep. If one ignores the farmer who is also a 
keen amateur accountant and maintains, himself, what the 
profession would regard as a complete set of books, then 
the farmer's records will usually fall into one of three 
readily identifiable categories. Either the farmer will keep 
just a bank account supported by a paying-in book, cheque 
book and a file of vouchers, or the farmer will keep an 
ordinary two column cash-book, or thirdly, he may keep an 
analysed cash-bock. What the accountant must arrange 
with the farmer is as follows. 


36. If the farmer is the first category, then it will be 
essential that he banks all receipts, keeps a break-down of 
the sources of the receipts in the paying-in book, and retains 
all vouchers carefully. In this case the onus will obviously 
be on the accountant to proceed from these basic records 
to the annual accounts. A suggested procedure making use 
of a set of stancardized working papers is outlined in 
paragraph 41. 

37. If the farmer is in the second category, then again 
the unanalysed cash-book will have to be analysed by 
the accountant at the year-erd (again, suggestions for a 
standardized procedure are contained in paragraph 41). 


38. If the farmer is in the third category, then it is 
important for the accountant to insert, at the beginning of 
the accounting year, in the analysed cash-book those heads 
of income and expenditure which will fit straight into the 
final form of the annual accounts, drawn from the appro- 
priate farm management handbook or in the form of the 
budget (and already agreed with the farmer). If any modifi- 
cation of the analysis in the farm management handbook is 
required for the purpose of the particular farm, then it 
can be incorporated in the cash-book ruling without any 
additional difficulty, provided again that this is done at the 
beginning, and not at the end, of the year. 


39. The minutiae of these techniques are not appropriate 


for a paper of this type, but are examined in some depth in _ 
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two books, Accounts for the Practical Farmer, and Manage- 
ment Accounting for Agriculture, referred to in the biblio- 
graphy – Appendix 2. 

40. If one presumes that the planning at the start of the 
accounting year, outlined in previous paragraphs, has pro- ` 
ceeded satisfactorily, then the next stage is to examine the 
steps which the accountant will require to take at the year- 
end – designed yet again to ensure: 


(i) that the appropriate design for the final accounts is 
achieved; and 
(8) that the final accounts are significant for management 
purposes; 
— and to consider some of the problems that will arise. 


Suggested standard working papers 


41. There is one central suggestion — that the accountant 
uses, to build up from the farmer's basic records to the 
required heads of analysis in the final accounts, a standard- 
ized form of working papers, the main object of which is 
to throw up analysed totals which will automatically in- 
corporate the adjustments which are required to make the 
final accounts significant for management purposes. 


42. It may be objected that the concept of standardized 
working papers is neither startlingly original nor par- 
ticularly helpful. It is, however, submitted that this latter 
objection will not bear examination when applied to 
agricultural accounting. The object of the suggestion of 
standardized working papers is not merely to facilitate the 
accountant's task; it is to be viewed in the context that the 
‘management team’ in agriculture consists of the farmer, 
the accountant, and the Agricultural Advisory Service. 
In the first instance the standardized working papers 
will automatically make possible comparison of the results of 
the individual farm with the standards of similar farms 
contained in the farm management handbook. A further 
attraction of standardized working papers common to a 
large number of practising firms of chartered accountants, 
is that it would greatly facilitate both the field work of the 
Advisory Service, and would tend to make more accurate 
and more sensitive the collation of the results of the indi- 
vidual farms that comprise the handbook standards to 
which, as already mentioned, the Advisory Service make 
reference in much of their field work. They would also tend 
towards improving the data from which anticipated gross 
margins are calculated by the appropriate advisory or 
university departments. 


43. 1t may, therefore, be helpful to indicate some of the 
practical points involved in this procedure. 


44. To deal with income first: as a minimum the income 
analysis will need to distinguish between: 
Livestock sales (by categories cf livestock), for example: 
cattle, pigs, sheep, poultry. 
Milk sales. 
Crop sales (by types of crop), for example: wheat, 
potatoes, barley, etc. 
Capital or private credits. 
(The question of the farm's own crops fed to livestock is 
examined later.) 


45. Expenditure analysis 


(a) This is slightly more flexible than income analysis and 
is more dependent on the locality and type of farm. 


August 5th, 1967 


(5) At least, however, the following standard heads of 
expenditure analysis will be required: 

Livestock purchases (by types of animals): food- 
stuffs, seeds, fertilizers, labour, rent, machinery, 
contract or equipment hire, miscellaneous, capital 
and private. 


(c) Accountants familiar with the Ministry of Agriculture 
pamphlet The Farm as a Business (section I ‘Introduc- 
tion to management’) will be aware that the above 
analysis differs from that recommended by the 
Ministry (page 41, 1963 edition). In particular the 
Ministry recommendation is that the cost of food- 
stuffs should be split between the following heads: 

(i) dairy cows; 
(ii) pigs; 
(iii) poultry; 
(iv) other stock. 

If this recommendation were practicable it would be 
admirable. It is, however, a refinement of analysis 
that would be quite impracticable for most practising 
accountants; and even if the farmer himself does it, it 
still suffers from the drawback that purchases are not 
necessarily the same as issues. The conclusion is 
accordingly drawn that the Ministry recommenda- 
tions in this respect should be followed only where the 
gross margins managerial approach is being adopted 
by the client. 


46. The next standardized procedure which the account- 
ant should adopt is to make certain uniform adjustments 
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both to the income and expenditure figures —it is worth 
reiterating the point that this requirement is not an 
‘accounting’ one, but derives directly from techniques which 
the Advisory Service adopt to make the final figures, of 
income and expenditure respectively, significant for 
management purposes. 


47. Income adjustments. — The adjustments which are 
required for the income figures fall under three main 
heads, the second of which is the most complicated. It is 
suggested that prior reference to the standard analysis sheet 
below (Fig. 2) would facilitate consideration of these 
adjustments. 


(а) The first requirement in the adjustment of income 
figures is that both opening and closing stocks should 
be adjusted under the appropriate heads of income 
analysis, and should not be brought to debit or 
credit separately as stocks in the profit and loss 
account. : 


(b) The second adjustment to the income figures relates 
solely to livestock. In order to comply with the basis 
of calculation adopted in the farm management hand- 
books, it is essential that purchases of livestock are 
not debited as a separate head of expenditure in the 
accounts, but are deducted in arriving at the figure of 
livestock sales or income — the object being that the 
*output' is then shown as the sales or income figure. 

(c) Thirdly, the subsidies received should be appro- 
priately analysed and credited as part of the income 
of the crop or livestock to which they relate. 


` FIG. 2 
SUGGESTED STANDARD ANALYSIS SHEETS FOR FARM ACCOUNTS 
INCOME 
Columns: I 2 3 4 3 5 7 8 9 10 ІІ 12 
Total for 
bank МАЕ Crops Mise. Livestock Private 
control —————————— —— ind. от 
account Barley Potatoes Other Grants Cattle Pigs Sheep Poultry Capital 
И | Равна зый “д. шо 4 4X ой Уш 
Total per subsidiary analysis 
sheets .. * 


Deduct Opening debtors 





Add Closing debtors 





Deduct Opening valuations .. 


Add Closing valuations 





Add Subsidies. . 
Totals for cross check .. as a 





Post direct to profit and loss 
account 


Deduct Livestock 
purchases, per 
expenditure 

analysis sheets 

cols 10, 11, 12 and 13 


& 


Post direct to profit and loss account 
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FIG. 3 
Columns І 2 3 4 5 
Total 
for 
bank 
control Food- Ferti- 


account stuffs Seeds lizers Labour tract 


£ £ £ 
Total per subsidiary analysis 


Sheets 
Deduct Opening creditors 





Add Closing creditors 
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EXPENDITURE 


6 7 8 9 то тт 12 13 14 


Livestock ара 
Соп- Масһ- ———————————— 
inery Rent Cattle Pigs Sheep Poultry capital 


& & & & & & & & & 





Deduct Closing stocks 





Adjusted in 





Add Opening stocks 


Totals for cross check .. 


Pest direct to profit and loss account 


48. Expenditure. – Тһе uniform procedure here follows 
what would be regarded as ordinary cost accounting pro- 
cedures in other industries, i.e. the requirement is that the 
opening and closing stocks of any items of expenditure, 
e.g. foodstuffs, fertilizers, fuel oil, etc., should be incor- 
porated as part of the standard heads of expenditure con- 
cerned, and should not be separately brought to debit and 
credit respectively of the profit and loss account under the 
heading of stock. 


49. To draw together the various threads of accounting 
techniques, specimen suggested standard analysis sheets 
for income and expenditure are shown in Figs. 2 and 3, 
which give effect to the requirements already outlined. 


(а) They are based on the fairly realistic supposition that 
the farming client concerned does not keep complete 
double entry records, but can provide a schedule of 
debtors and creditors at the year-end. : 


(b) The first line of figures in the standard analysis sheets 
will come from the farmer's own analysed cash-book 
(if he keeps one) or from the accountant's own sub- 
sidiary analysis sheets if the farmer does not maintain 
an analysed cash-book. 


50. Тће following points require comment: 


(a) It is improbable that on any but the large farm all the 
heads of income set out їп the standardized analysis 
sheets will require to be utilized. 


(5) It is necessary for the accountant to be reasonably well 
acquainted with the ‘coding’ adopted by the Advisory 
Service in analysing expenditure for farm manage- 
ment handbook purposes. 


51. In this connection the points of general applicability 
and particular significance to the practising accountant are: 


(а) ‘Miscellaneous’ will normally include such items as 


income analysis 
sheet 





Post to debit of income 
Analysis as under: 
Debit Debit Debit Debit 
col. 8 со]. 9 col. то col. xx 


veterinary costs, telephone, travelling expenses, sun- 
dries, etc. Аз a general guide where the total of 
miscellaneous costs exceed /4 per acre, further analy- 
sis will be required to ascertain the reason. 


.(b)'The main heading ‘Machinery’, should include 
repairs, fuel, licences, insurance and depreciation. 


(c) Rent should include rates. 


APPENDIX 1 
PROVINCIAL AGRICULTURAL ECONOMISTS 


Newcastle (Northern) 

Cumberland, Westmorland, Co. Durham, Northumber- 
land. Provincial Agricultural Economist, Department of 
Agricultural Economics, University of Newcastle upon 
Tyne, Newcastle upon Tyne 1. 

Leeds (North-eastern) 

Yorkshire (East, West and North Ridings). 

Provincial Agricultural Economist, Department of 
Agriculture, Agricultural Economics Section, The 
University, Leeds 2. 

Nottingham (East Midland) 

Derbyshire, Leicestershire, Lincolnshire (Kesteven and 

Lindsey), Northamptonshire, Nottinghamshire, Rutland. 
Provincial Agricultural Economist, Department of 
Agricultural Economics, University of Nottingham, St 
Michael’s House, Sutton Bonington, Loughborough, 
Leicestershire. 

Cambridge (Eastern) 

Bedfordshire, Cambridgeshire, Essex, Hertfordshire, Hun- 

tingdonshire, Isle of Ely, Lincolnshire (Holland), Norfolk, 

Soke of Peterborough, Suffolk (East and West). 
Provincial Agricultural Economist, Farm Economics 
Branch, School of Agriculture, Cambridge. 

Wye (South Eastern) 

Kent, Surrey, Sussex East and West. 

Provincial Agricultural Economist, Department of 
Agricultural Economics, Wye College, near Ashford, 
Kent. 
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Reading (Southern) 

Berkshire, Buckinghamshire, Hampshire, Isle of Wight, 

Middlesex, Oxfordshire. 

Provincial Agricultural Economist, Department of 
Agricultural Economics, University of Reading, 7 Кед- 
lands Road, Reading, Berks. 

Bristol (Western) 

Gloucestershire, Herefordshire, Somerset, Warwickshire, 

Wiltshire, Worcestershire. 

Provincial Agricultural Economist, Agricultural Econo- 
mics Department, University of Bristol, 79 Woodland 
Road, Bristol 8. | 

Exeter (South-western) 

Cornwall, Devon, Dorset, Isles of Scilly. 

Provincial Agricultural Economist, Department of Eco- 
nomics, Agricultural Economics, University of Exeter, 
т Courtenay Park, Newton Abbot, Devon. 

Manchester (North-western) 

Cheshire, Lancashire, Shropshire, Staffordshire. 
Provincial Agricultural Economist, Agricultural Econo- 
mics Department, The University, Manchester 13. 

Aberystwyth (Wales) i 


Provincial Agricultural Economist, Department of Agri-- 


cultural Economics, Cambrian Chambers, Cambrian Place 
Aberystwyth, Cards. ; : 
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(To be concluded.) 





Current Law 





Company: Misfeasance of Director 


N 1959 the assets of the plaintiff company in Curtis's 
Furnishing Stores Ltd о. Freedman ([1966] 2 All E.R. 955) 
available for unsecured creditors, apart from a debt of 
£22,548 owed to it by the defendant (who held 29,898 of 
the 30,000 shares of £r each in the company and was one 
of two directors, the other being his wife) were worth some 
£7,500. Its preferential creditors amounted to £589 and 
its other unsecured debts to £17,000. The defendant was 
also in serious financial difficulties himself. The company 
had tax losses of about £25,000. I.F. Ltd, a company 
controlled by M and J, agreed to pay off the preferential 
creditors and to buy the unsecured debts on payment of 
125 in the £ of their face value. On March 2oth, 1959, an 
agreement was entered into between the defendant and his 
wife of the one part, and M and J of the other part, whereby 
the vendors agreed to sell and the purchasers to buy the 
whole share capital of the company for £1 and the vendors 
agreed that upon completion they would retire from office 
гапа would procure the appointment of such directors as the 
purchasers should require. By clause 6, M and J were to 
*procure that the company will forthwith without payment 
release' the defendant from his debt. The agreement was 
carried out save that the debt was merely treated by the 
company as extinguished, no deed of release being executed. 
On May 3oth, 1962, the company went into a creditors' 
voluntary winding-up. 


Inan action by the company to recover the amount of the 
debt from the defendant alleging misfeasance as a director 
on the defendant's part in bargaining with M. and J that, 
in consideration of his selling to them his shares, they would 
use their directors" powers to cause the company to release 
his debt without consideration, and in thereby causing a 
breach of section 54 (1) of the Companies Act 1948 to be 
committed, Cross, J., held that in the contract of March 
20th, 1959, the defendant had merely stipulated as a 
term of his transferring. his shares that he should get an 
effective release for his debt and as there was no reason why 
M and J should not have paid to the company such sum as 
would justify the company in releasing the debt, no mis- 
feasance nor any infringement of section 54 (1) was 
necessarily involved in carrying out the terms of the 
transfer, and accordingly the defendant was not a party to 
any misfeasance and the action failed. 


Action against Receiver 


N L. P. Arthur (Insurance) Ltd v. Sisson ([1966] 2 АП 
[Ед 1003) a company was formed to take over the assets 
and business of the plaintiff company and shares in the 
new company were issued to the directors of the plaintiff 
company. In October 1963, by an order of the Court, by 
consent on a motion by, inter alios, the plaintiff company, 
a receiver and manager of the plaintiff company's business 
was appointed. Between that date and March 1964 when 
the plaintiff company went into a creditors' voluntary 
winding-up the receiver received some £7,800 which ће 
described as premiums received on behalf of the new 
company and paid them to the new company. 

On a motion by the plaintiff company for, inter alia, 
leave to proceed against the receiver for the recovery of 
the £7,800 notwithstanding that the plaintiff company 
was a party to his appointmeat, Ungoed-Thomas, J., 
held that by leave of the Court an action could be brought 
against a receiver appointed by the Court by a person at 
whose instance he had been appointed, and in this case 
leave would be granted to the company to proceed against 
the receiver by action to recover the payment in question. 
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The Taxation of Capital Gains 
Second edition by THEODORE JOHN SOPHIAN. 
Butterworth & Co (Publishers) Ltd, London. 955. 


This second edition of Mr Sophian’s work brings it up to 
date to February 1st, 1967. Running to over seven hundred 
pages in all the work is divided into Books 1 and 2, 
each being further divided into a narrative statement of 
thé law and the appropriate text of the legislation. 

Book 1 deals with short-term gains апі Book 2 with 
long-term gains. The very useful appendices include a 
glossary of option terms; the Stock Exchange rules relating 
to bargains and the settlement of accounts; a list of Govern- 
ment, securities with market values at April 6th, 1965, and 
the exempt price ranges; and a list of shares and securities 
quoted in London on April 6th, 1965. 

For leases of land with less than fifty years to go, a 
table sets out the percentage of expenditure unexpired 
each month. A further table se:s out the level of income at 
which individuals’ alternative charge applies. 

The author has obviously wrestled manfully with a 
somewhat intractable subject, and has worked out numerous 
useful examples. 


The Age of Keynes 
by RoBERT LEKACHMAN 
(Allen Lane, The Penguin Press Ltd, London. 42s.) 


“To be great is to be misunderstood’, wrote Emerson, and 
John Maynard Keynes was certainly in the class of great- 
ness. He was also misunderstoc because of his capacity to 
think a long way ahead; his flexibilitv of mind which per- 
mitted him to change his theories to suit his advanced 
perception while he was still formulating them; and his 
inability to suffer fools with any degree of gladness. 'T'o keep 
up with an intellect which reasoned at racing speed was 
beyond many of his more pedestrian contemporaries. 

The ultimate test of the staying power of any economist 
is the span of time his arguments continue to be valid 
but this is a difficult criterion to apply to Keynes. He has 
not been dead long enough fcr his achievements to be 
looked at in detached perspective. Moreover, his theories 
are still capable of being applied to the social and economic 
circumstances obtaining today. Again, were he alive, he 
would probably have adapted his views – or propounded 
new ones — to meet the developiag conditions of the times, 
unlike many of his static classical predecessors who clung 
rigidly to their restricted tenets for a lifetime when all 
about them was changing constantly and rapidly. 
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Professor Lekachman, in the first part of his book, makes 
a long and critical analysis of the life and work of Keynes 
and traces the influences and interests — family, social and 
intellectual — which went to the making of his remarkable 
mind. In the second part, the author considers the relevance 
of Keynes's theories to business and economic develop- 
ments in the twenty years since his death — including 


problems of productivity both as regards quantity and 


quality, automation, taxation, wage-price relationships and 
the perennial question of the balance of payments. His 
survey embraces the economic histories of both America 
and the United Kingdom during that period and although 
to the English reader the latter is more familiar, a careful 
study of Professor Lekachman's entire text will make for a 
greater understanding of Keynes's theories which, in- 
cidentally, have influenced American politics and economic 
policies in recent years to a much greater extent than is 
generally appreciated or admitted. The burden of Keynes's 
lifelong struggle was to ‘tame the business cycle’ and so 
rid individuals of the fear of social insecurity, an ideal which 
at present is very much the concern of the American 
administration. Keynes believed, too, that this alleviation 
of human misery could only be brought about by intelligent 
management and on an international rather than a national 
or local basis — a viewpoint which the Americans have now 
adopted as their own. 


Essays in Economics: Theories and 
Theorizing 
by WassiLY LEONTIEF. 


Oxford University Press, London. 42s (cloth), 20s (paper 
bound). 


'The nature of this collection of papers by the American 
economist who is generally acclaimed as the originator of 
the input-output matrix upon which social accounting is 
based, is clearly described in the title. 'T'wenty short essays, 
classified under three main headings – albeit somewhat 
arbitrarily in view of their range – are designed for the 
economic theorist and in some cases are mathematical in 
their approach. 

For the accountant who has studied economics as an 
undergraduate, the last section covering some applied 
topics such as economic growth and capital movements 


' from: developed to under-developed countries, and some 


techniques for economic planning and projection, will make 
interesting reading. | і 
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Finance and 
Commerce 


Northgate Group 


HE accounts of Northgate Group Ltd, from which this 

week's reprint is taken, are all rules and boxes. The 
figures — in both profit and loss account and balance sheets 
— are strictly on a one-column basis. Where two or more 
figures have to be added, and the sum either added to-or 
subtracted from the previous main columnar figure, they 
go into a ruled ‘box’. The narrative to which the figures 
apply also goes into its separate box and, what is more, 
both the profit and loss account and the two balance sheets 
are themselves ruled round. 


It is odd, however, that Northgate's obvious concern 
with single columns and boxes does not go as far as pre- 
senting the balance sheet in columnar style. For all the 
rules and boxes the balance sheets, as the reprint shows, 
are basically in the old style – liabilities to the left and 
assets to the right — or ‘nearest the window’. 


Net current assets have to be worked out because the 
Northgate accounts do not extend the benefit of their 
boxes to that degree. The 'over-boxed' look of the accounts 
probably arises from the insertion of ruling round the 
narrative as well as the relative figures. 


First accounts 


These are the first accounts of Northgate Group since the 
company was formed in its present style a year ago when 
the separation of the manufacturing and retail interests of 
the former Northgate & English Stores company took place. 
Northgate Group then became an independent public 
company owning almost all the manufacturing companies — 
but none of the retail businesses — previously embodied in 
Northgate & English Stores. 


Imperial Chemical Industries subscribed for a total of 
2,812,351 Northgate Group ordinary shares for [1,200,187 
and so owns 20 per cent of the equity. Under an agreement 
which runs until January 31st, 1981, І.С.І., by the sub- 
scription of additional shares, can maintain its 20 per cent 
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stake in. the. event of other share issues being made. 

The company is operated in two divisions. The clothing 
division is subdivided into the manufacture and sale of a 
range of light clothing (mainly women's and children's 
outerwear, underwear and nightwear) and the manufacture 
and sale of foundation garments and swimwear. Тће fabric 
division covers the manufacture of warp and weft knitted 
piece goods for the clothing and furniture industries, the 
manufacture, merchanting and sale of a wide range of 
textile products and the production of trimmings, laces 
and bindings. 


Profit shortfall 


Note 8 to the accounts shows the extent to which 1966-67 
profits were affected by new acquisitions. Profit comparison 
has to be made, not with 1965-66, but with the profit 
projection at the time of the formation of the group in its 
present form. Profits were then forecast as “їп the region of 
£800,0c0’. The actual result was £643,986, although the 
dividend is at the forecast level of 23 per cent. 


Intense price cutting between the major nylon yarn 
producers in the latter part of last year found Northgate, 
as large consumers and stockholders, adversely affected by 
rapidly falling prices and unstable market conditions. 
There was heavy de-stocking by customers and a reluctance 
to place orders on a falling market. For Northgate this 
meant a cutback in production and the meeting of severe 
competition for the reduced business available. 


‘The setback on this side of the business’, shareholders 
are told, ‘was responsible for the greater part of the short- 
fall in the group's earnings’. The provision of profit figures 
on a divisional basis would have shown the position clearly 
and it is to be hoped that divisional profits will be provided 


in the next accounts. 


Recovery hope 


The first four months of the current year, states the 
chairman, Mr F. S. Bassett, have seen garment sales *well 
maintained', although demand has slackened recently. 
Conditions in the warp knitting companies have taken a 
turn for the better and, if that position 18 maintained, 
earnings on that side of the business should show a healthy 
recovery. 


Formation of the Northgate Group in its present form 
virtually coincided with the introduction of the Govern- 
ment's economic measures in July last year and the short- 
fall in 1966—67 earnings, against what at the time appeared 
to be a conservative assessment of profits, is entirely 
understandable. But in the wider context of profit fore- 
casting under current conditions of intense take-over 
activity there is a point to be made — not that Northgate 
is likely to attract a bidder. 


Many company boards in a natural desire to stave off 
bids are indulging in profit forecasts which, in some cases, 
must have an element of wishful thinking in them. The 
projection of profits as far as three years ahead, sometimes 
without proviso of any kind, is an alarming procedure 
and there is a strong case for company auditors publicly 
dissociating themselves from such forecasts, where such 
a move is considered necessary. 
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CITY NOTES 


НЕ first week of Parliamentary recess very often brings 

a stock-market hiatus, as though with relief from the 
influence of Westminster. But there is probably something 
more than relief to contend with in current markets which, 
on a number of occasions in the past few weeks, have 
seemed to look over the index peak and have not found the 
further view particularly attractive. 

A few months ago, July and August were expected to be 
the re-expansion period of eased hire-purchase terms and 
easier credit conditions generally, but now it is clear that 
industry has to make do with conditions as they are and 
those conditions are not exactly helpfui. 

Traditionally the equity market is supposed to forecast 
events six months ahead, but in a market of cramped 
financial resources and temporary stimulus in the shape of 
reinvestment of steel share money, it would be unwise to 
translate the present pitch of prices into terms of six 
months’ confidence. 

Equity markets which were considered by many to be too 
high in the early spring – even when July reflation seemed 
probable – аге standing still higher now with reflation 
outlawed by other events. On such a basis there must be a 
considerable degree of artificiality in present prices. 

* * * * 
PROVISION in the latest accounts of John Brown of 
£550,000 against losses on building the Q.4, coupled 
with the Cunard company’s approach to the Board of Trade 
for an additional loan, draw further attention to the 
economics of this costly venture. The original contract 
price in December 1964 was Г25:5 million and the building. 
was made possible by a Government loan of £17:6 million 
and initial tax allowance of £4 million. Delivery is due in 
November next year. 
Cunard still take the view that despite cost escalation the 


ship can be operated profitably. Вис a ship carrying a loan 
of at least £20 million (if Cunard's aoproach to the Board of 
Trade is successful) would seem, for operational profit, to 
need shipping conditions far more favourable than the 
industry in general is prepared to forecast. By the time Q.4 
comes into service the two Queens will have gone out but 
jast what the operational costs of the Q.4 will be in 1969 
must still be a matter of estimate rather than fact. 


* * * * 


NSURANCE companies which, by rigorous overhaul of 

their United States business and by revision of home 
business ideas and policies, seemed to be in sight of the end 
of a long run of poor underwriting experience have been hit 
yet again by the rage of United States riots - not only in 
Detroit but in many other places. Various figures have 
been put forward as to the likely cost to the London market 
but the bald fact is that it is, as yet, impossible even to 
provide an adequate estimate let alone a detailed account. 
Although British companies have already scaled down the 
extent of their United States business, it will be very 
surprising if current events do not see that process taken a 
great deal further. 

MPERIAL Chemical Industries’ investment-technical 

links in the textile and photographic spheres have proved, 
to say the least, irksome. Technical support for colour film 
development by the Ilford company was unrewarding and 
Ilford has gone entirely inside I.C.I. The similar link with 
Viyella International is currently a matter for disentangle- 
ment and Mr Joe Hyman, chairman of Viyella, has made it 
evident beyond doubt that he wants to break the І.С.І, 
thread. It is likely that I.C.I. will shortly make their views 
clear. 


RATES AND PRICES. 


Closing prices, Tuesday, August rst, 1967 | 


Tax Reserve Certificates: Companies 32% (24/6/67); 24% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


| Bank Rate 

Jan. 3, 1963 .. .. 496 July 14, 1966 .. 7% 

Feb. 27, 1964 .. 5% Jan. 26, 1967 .. 64% 

Nov. 23, 1964 796 Mar. 16, 1967.. 6% 

June 3, 1965 6% May 4, 1967 .. 54% 

| Treasury Bills 

Мау 26 .. £5 45 11°47d% . June 30 £s 55 б'о24% 

June2  .. £s 58: 5498; July 7 £5 бе 2:94d% 

Тчпе д .. £5 55 roid% July 14 £5 бе 10°23d% 

June 16 .. £5 ss 5'254% July 21 £5 6s 10'794% 

June 23 .. £5 ss 6:00d% July 28 £5 6s 10:694% 

| Money Rates 

Day to day 32-54% Bank Bills 

7 days -- 33-54% 2months .. 5%-5$% 

Fine Trade Bills 3 months .. 57-55% 
3 months 61-796 4 months .. 51-54% 
4 months 64-72% 6 months .. 53-54% 
6 months 63-73% 


Foreign Exchanges 


New York 278 Frankfurt m irui4f$ 
Montreal .. 2:99 3 Milan zs 1737 
Amsterdam 10°03 Oslo 19'92% 
Brussels .. 138-23% Paris 13:66 d 
Copenhagen 19:348 Zürich 12:051 
Gilt-edged 

Consols 4% 578 Funding 6% 1993 .. gof 
Consols 23% ET 361 Savings 3% 60-70.* 89% 
Conversion 32% .. 2 Savings 3% 65-75.. 76% 
Conversion 5% 1971 о4 Treasury 64% 1976 98% 
Conversion 53% 1974 92% Treasury 34% 77-80 75% 
Conversion 6% 1972 98+ Treasury 34% 79-81 72% 
Funding 34% 99-04 56% Treasury 5% 86—89 80% 
Funding 4% 60-90 96i Treasury 54% 08-12 82$ 
Funding 54% 78-80 864% 'Ттеазигу 2#% 373 
Funding 54% 82-84 87% Victory 495. . 943 
Funding 54% 87-91 884 Var Loan 3190 51ў 
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Eleven-unit Intercom 


THE illustration (below) shows a six-button unit from the 
new range of intercom systems by Associated Telephones 
Ltd. The units follow the standard G.P.O. pattern not 
only for size but with the two-tone grey finish and аге 
fitted with a coiled extensible cord. With a range of 1,000 
yards, the quality of speech is up to G.P.O. standards. 
There are three basic systems, the single-button system 


which allows two instruments only to be used, the six-. 


button system which allows seven instruments to be 
employed, and the ten-button system which permits up 
to eleven instruments to be used. These instruments have 
been designed for self-installation, rull instructions being 
enclosed with each set. Any system may start with two 
instruments only, additional instruments then being added 
as and when required. Operation can be either from two 
standard 4j v. bell batteries o: from the mains. A buzzer 
is incorporated in each instrurrent. 

То give an example of price, a system comprising seven 
six-button instruments together with тоо yds of cable and a 
mains unit sells for £88 тоз. 

Associated Telephones Ltd, 122 Arlington Road, London 
NWi. 





The six-button intercom unit from the new range introduced 
by Associated Telephones Ltd. 
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New Electric Typewriter from Imperial 


A NEW electric typewriter has been introduced by the 
Imperial Typewriter Co Ltd. Known as the Imperial 660, 
it has a pleasing appearance and is available in Arctic White, 
Persian Green or Tropic Blue and is priced at £173 for a 
13 in. carriage; £185 (16 in.); £192 (18 in.) and £210 for 
221 in. 

Features include an auto-feed ribbon loader. То change 
a ribbon (carbon or silk) the typist drops a ribbon cartridge 
into place, presses the feed button and starts typing. This 
means no more carboned fingers and subsequent smudged 
letters. 

There are eight fool-proof repeat controls instead of six 
as on most machines. If a mistake is made there is a half- 
forward spacer to assist in making corrections. It has a 
range of touch adjustments to suit any individual. 

The Imperial 660 is available at present with any one of 
four type-styles: Windsor and Canterbury élite for executive 
correspondence and duplicating or printing work, and 
standard pica and élite for general correspondence. 

The Imperial Typewriter Co Ltd, East Park Road, 
Leicester. 


Changing to Decimals — a /a Olivetti 


A CLAIM that the Halsbury Committee - through no 
fault of its own — misjudged the cost of converting business 
machines to cope with the change to decimal currency 
has been made by a man who was involved in both the 
South African and Australian currency conversions. Mr 
G. Sacco, managing director of British Olivetti Ltd, 
speaking at a meeting to announce his company’s plans for 
the £ s d-to-decimal change in the United Kingdom said 
that ‘although the Halsbury Committee stated that -its 
estimate of £80 million for machine conversion was 
possibly a little high, the real conversion costs are, in our 
judgement, very considerably lower. 

‘The Halsbury Committee correctly forecast the increase 
in the machine population, but it did not take into account 
developments which eliminate or drastically reduce the 
need for conversion. Olivetti machines, for example, can 
usually calculate both in £ s d or in decimals; hence the 
user is faced with no “conversion” costs.’ 

Giving facts to support his statement, Mr Sacco pointed 
out that adding machines form the largest category of 
machines affected by currency conversion. He continued: 
‘According to the Halsbury Committee’s report in Sept- 
ember 1963, it was estimated that the adding machine 
population would increase by 70 per cent between 1962 and 
1967. However, the Committee did not foresee the radical 
increase in the use of machines with dual-currency ability. 
There is no reason to doubt the estimated adding machine 
population increase of 7o per cent, but I would point out 
that the number of our dual currency adding machines 
in use up to 1966 has increased by over 400 per cent. There 
are now over one hundred and sixty thousand Olivetti 
adding machines being used in Britain. This increase has 
obviously affected the Committee’s estimate of {11,187,500 
for conversion (£24 per machine). 

‘Since we are one of the three largest suppliers of ac- 
counting machines in the United Kingdom, the number of 
these machines in use with a dual-currency ability has 
shown a corresponding increase. Thus, the Committee’s 
estimate of {18,177,000 for the conversion of 72,000 
accounting machines is also too high'. 

Outlining his company's decimalization plans, Mr Sacco 
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said: ‘Generally, Olivetti machines heve a large capacity 
which, in conjunction with a “whole number” control, 
already permits dual-currency operation, so that no modi- 
fications will usually be necessary. This facility also means 
that the machines are suitable for use with £ s d now; with 
both Д s d and decimals during the lengthy changeover 
period (1971-73); and for decimals only in the future. 
However, where increased decimal capacity is required, 
we can supply new-series adding and accounting machines 
which have been specially prepared for modification, when 
required. The modifications will be carried out free of 
charge, subject to the machine being properly maintained, 
whenever required by the user, and there will be no 
increase in the purchase price of these machines’. 

All new-series Olivetti adding and accounting machines 
can be modified to provide the same £ (or other major 
unit) capacity in decimals. Users are not generally aware 
that if a ros unit had been adopted, their adding machines 
or accounting machines would have had a greater decimal 
capacity. For example, a machine (cash register, adding 
or accounting) with a six-wheel adding mechanism pro- 
vides a £ s d total of £999 19s 114. With a ros unit the 
machine could record 9999:99 (the equivalent of £5,000). 
But under the f-cent system decided on, the machine 
will have a capacity of only £999-99 — a fivefold decrease 
їп capacity. 

British Olivetti Ltd, зо Berkeley Square, London Wr. 


Tea-trolley Bows Out 


"А VENDOPS machine can't butter bread rolls and make 
sandwiches’ was the blunt comment from the catering 
supervisor when Vendops Ltd demonstrated their Oll-o- 
Matic KS4 hot-drinks vending machine at the headquarters 
of Тће De La Rue Co, but it solved the acute problem of 
providing fresh drinks for over three hundred staff on five 
floors of an office block near Piccadilly Circus. 

Eight machines have now replaced a costly, overworked 
and not entirely satisfactory trolley patrol which needed 
a supervisor and four full-time assistants to operate a twice- 
daily service. Under the old system, the trolley trundled 
through the maze of corridors in De La Rue House, to 
serve tea and coffee from 9.45 to 11.45 each morning and 
2.45 to 4.15 in the afternoon. Some people had hot drinks 
too early while others often had luke-warm drinks too late. 
'The trolley staff, faced with the twice-daily problem of 
collecting money from the staff (and cashing up after 
each patrol) had also to collect and wash up cups and 
saucers. 

It was clear that the introduction of vending machines was 
the only solution in order to rationalize the hot drinks 
service. А Vendops KS4 machine was installed for a three- 
day ‘free drinks on the house’ trial. The response was 
highly gratifying; over 70 per cent of the staff found the 
quality of the tea and coffee satisfactory while others 
welcomed the provision of hot chocolate. 

From a purely administrative aspect, it was decided to 
site eight Vendops machines so that they could be used 
with convenience rather than with economy. Most floors 
have a machine at each main corner serving the greatest 
number of people within easy reach; on some floors, 
because of the general layout, a machine might often be 
under-employed but it is the provision of a complete 
service, rather than maximum use, which is the most 
important factor. 

After twelve months' experience in operating the Vendops 
Oll-o-Matic system, installing eight KS4 machines and 
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One of the Vendops KS4 machines in action at De La Rue House. 


employing one supervisor only, thereby saving four wages 
together with four selective employment tax contributions, 
De La Rue has achieved a saving estimated at /т,ооо, 
compared with the annual cost of the former manual system. 

Vendops Ltd, Ralli Building, Stanley Street, Salford 3, 
Lancs. 


Card Storage and Retrieval 


A NEW concept in the storage and retrieval of visible edge 
cards has been introduced by John Wallace Engineering 
in their Autoscan 25. Based on a similar principle to their 
custom built Autoscan 1000 system, the Autoscan 25 is 
standard unit designed for quick access to record cards 
without the bulk of conventional storage facilities. For 
example, using Autoscan 25, more than 10,000 6 by 4 in. 
cards can be stored in a space 3 ft by 3 ft 6 in. with immedi- 
ate access, at working height, on the visible edge principle. 
This compares favourably in terms of space with blind 
storage, while retaining the speed of reference of visible 
systems. The constant working height of the trays means 
less fatigue for the operator and consequently more output 
and neater work. . 

Autoscan 25 contains twenty-five large trays. An index 
above "ће keyboard of the machine tells the operator which 
tray is needed and she presses the required numbered key 
for the tray to be delivered in front of her at a constant 
height. 

Each tray, 38 in. wide and 23 in. deep, can contain 
visible edge cards for any size from as little as 1 in. square 
to, say, 17 in. square and different sizes or types of card 
can be accommodated on the same tray. The card fittings 
themselves are of robust, tubular construction and the card 
is firmly retained by being folded along its upper edge. This 
makes it quick and easy to fit new cards. 

John Wallace Engineering Ltd, 1, Old Change Court, 
St Paul's Churchyard, London EC4. 
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Notes 
and 
Notices 








PROFESSIONAL NOTICES 


‘Messrs ARMITAGE & Co, Chartered 
Accountants, of Leeds, Doncaster and 
Pontefract announce that they have 
amalgamated their practice with that 
of Messrs H. F. Hopson & Co, 
Chartered Accountants, of Bradford. 
The combined firms are together 
practising as ARMITAGE & Со, Char- 
tered Accountants, at City House, 
New Station Street, Leeds т, and Mr 
Н. Е. Hopson, ¥.c.a., has been ad- 
mitted to partnership in that Arm. 


Messrs Cooper Ввотневз & Со 
and Coopers & LYBRAND announce 
that Mr Water Henry BRATBY, 
c.a.(aust.), has been admitted to 
partnership in Sydney, New South 
Wales, and Mr BERNARD Kevin EUHCS, 
B.A., B.COM., C.A.(AUST.), has been 
admitted to partnership in Melbourne, 
Victoria. 


Messrs Cooper Broruers & Co 
and Coopers & LYBRAND announce 
that Mr SYDNEY Morris, B.A., A.C.A., 
has been admitted to partnership in 
Nassau, Bahamas. 


Messrs HERBERT GOODIER, M.B.E., 


F.C.A., WILLIAM C. SMITH, F.A.C.C.A., 
GERALD FRASER, F.A.C.C.A., and PETER 
Н. BENEDICT, Е.С.А., announce that 
the partnership which existed between 
them was dissolved on June 3oth, 1967. 


Messrs HERBERT GOODIER, M.B.E., 
Р.С.А., and УУплтАм С. SMITH, 
Њ,А.С.О.А., announce that they have 
commenced partnership as GOODIER & 
Бмітн, of 92 New Cavendish Street, 
London Wi. They have also com- 
menced partnership with Mr R. A. 
Watts, А.С.А., under the style of 
К. A. Watts & PARTNERS, practising 
at 194 Station Road, Edgware, Middle- 
sex. 
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Messrs HarmMoop-BANNER, CASH, 
STONE & MouNsEY and Messrs AGAR, 
Bates, Lepsam & Co, announce the 
formation with effect from July 31st, 
1967, of a joint firm with the name 
Harmoop BANNER, AGAR, Bates. The 
partners in this firm will be Messrs 
R. А. W. Came, J. М. Harrison, 
E. Н. Kine, Е. С. А. Lepsam, Н. С. 
Моомзеу, P. Т. Near, Н. Т. 
NicHoLsON, Р. J. Rusu and М. Н. 
CaBouRN SMITH. Messrs HARMOOD- 
BANNER, CasH, STONE & MOUNSEY 
announce that they have decided to 
shorten their name to Harmoop 
Banner & Co and will continue to 
practise under their new style at their 
present addresses. Messrs AGAR, BATES, 
Lepsam & Co will also continue to 
practise under their present style at 
their present address. The addresses 
of the joint firm wil be Cunard 
Building, Liverpool 3, and 24 Ludgate 
Hil, London EC4 (the principal 
offices of Накмоор BANNER & Co) and 
106 Edmund Street, Birmingham 3 
(the office of Acar, BATES, Lepsam бс 
Co). 

Messrs Porz, Вветт & Co, Certified 
Accountants, and Messrs Woop 
ALDRICH SAUNDERS & Co announce 
that their practices have been merged 
with effect from August 1st, 1967. The 
new firm will be known as Роге, 
Brett, Woop & Co and will practise 
from 478 Welbeck Street, London Wr. 


Messrs ROWLEY, PEMBERTON & Co, 
Chartered Accountants, Messrs A. С. 
Вовекта, УУвіснт & Co, Chartered 
Accountants, and Messrs HATFIELD, 
Drxon, Roserts, Wricut & Со, 
Chartered Accountants, announce that 
they have merged their practices in 
that of their associated firm Messrs 
ROWLEY, PEMBERTON, ROBERTS & Co, 
from August ist, 1967. For the time 
being the new firm will continue to 
practise from the present addresses of 
the existing firms. The partners in the 
new firm will be the existing partners 
of all three firms together with Mr 
С. W. YUILL, А.С.А., who has been a 
member of the staff of the ROBERTS, 
WRIGHT ‘firms’ for a number of years. 


Messrs WHITEHILL MARSH JACKSON 
& Co, Chartered Accountants, of Lon- 
don, Birmingham and elsewhere, and 
Messrs BLOOMER Heaven & Co, 
Chartered Accountants, of Birming- 
ham, announce that they have entered 
into an association to further their 
common professional interests gener- 
ally, but particularly in the Midlands. 
The existing practices of WHITEHILL 
MansH Jackson & Со and BLOOMER 


August 5th, 1967 


HEAVEN & Co will continue under their 
existing names at their present ad- 
dresses, but a new firm called 
WHITEHILL BLOOMER HEAVEN & Co, 
in which the partners will initially be 
Messrs В. С. С. TIBBLES, J. 
SwuRTHWAITE, J. Т. CHAMBERLAIN 
and J. N. Gray, has been formed for 
co-ordination etc. in the Midlands; it 
will be represented at all offices of the 
existing practices. 


_ Appointments 


Mr В. A. J. Bowman, Е.А.С.С.А., 
F.T.L1, has been appointed senior 
lecturer in taxation at the City of 
Westminster College. . 


Mr Frank Broomfield, Е.С.А., 
secretary and accountant of Barton 
‘Transport Ltd for the past twenty 
years, has also been appointed chair- 
man and secretary of the recently- 
acquired subsidiary, Hall Bros (South 
Shields) Ltd. 


Mr W. H. Rousell, a.c.w.a., АТОМ., 
has joined The Orion Insurance Co 
Ltd as chief accountant in succession 
to Mr В. В. Blaxland, F.c.a., who will 
continue as a manager of the company. 


Mr А. В. Turner, a.c.w.a., has 
been appointed chief accountant to 
Yale Locks and Hardware. 


Mr С. J. Yates, Е.С.А., financial 
controller and secretary of С. A. 
Harvey & Co (London) Ltd, has been 
appointed a director of the company. 


ADVISORY COMMITTEE ON 
COMPUTERS 


A standing group, bringing together 
persons with specialized knowledge 
inside and outside the Civil Service, has 
been set up to advise on Government 
computer installations with раг- 
ticular reference to the processing of 
statistics. 

The group’s terms of reference are 
on the lines recommended by the 
House of Commons Estimates Com- 
mittee in its Fourth Report—on the 
Government Statistical Services —pub- 
lished last December. They are as 
follows: 

(1) to examine existing computer in- 
stallations. and to make recom- 
mendations as to their better use; 

(2) to report from time to time on the 
development of computers and their 
application to the statistical services; 
and ; 

(3) to supervise the training of Civil 
Servants in the use of computers 
‘and in the awareness of their 
expanding potentialities. 


August 5th, 1967 


EAST ANGLIAN SOCIETY OF 
CHARTERED ACCOUNTANTS 
New President 
Mr J. С. Thornley, F.C.4., has been 
elected President of the East Anglian 

Society of Chartered Accountants. 
Mr Thornley is senior partner in the 
King's Lynn firm of Stephenson Smart 





& Co, Chartered Accountants, and has 
practised in King's Lynn and Hun- 
stanton for nearly forty years. 

Admitted to membership of the 
former Society of Incorporated Ac- 
countants in 1928, he actively sup- 
ported the East Anglian Society of 
Incorporated Accountants for many 
years, being a member of the Com- 
mittee to the date of integration and 
President of the Society in 1957. 

His principal relaxation is golf and 
he is a member of the Chartered 
Accountants! Golfing Society. 


UNION OF CHARTERED 
ACCOUNTANT STUDENTS’ 
SOCIETIES 


As reported in last week's issue of 
The Accountant, at page x52, negoti- 
ations have been successfully con- 
cluded for articled clerks’ membership 
of the National Union of Students. 

Those articled clerks who wish to 

obtain the concessionary benefits of 
membership of the National Union of 
Students may do so by submitting an 
application form obtainable from: 

(а) The Secretary, National Union 
of Students, 3 Endsleigh Street, 
London WCr. 

(b) The Secretary, О.С.А.5.5., 43 
London Wall, London ЕС2. 

If requesting a form from the N.U.S. 
articled clerks should specify ‘An 
application form appropriate to a 
clerk articled to an Associate or Fellow 
of The Institute of Chartered Ac- 
countants in England and Wales’. 
The current annual subscription is £2. 

Individual membership of the 
N.U.S. confers no rights of repre- 
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sentation on the governing body of 
N.U.S. and neither does it give any 
rights to the benefits or facilities 
enjoyed by the members of the con- 
stituent bodies of N.U.S. within their 
own organizations. That is to say, an 
articled clerk who is also an individual 
member of N.U.S. would not, merely 
by reason of his membership, have 
the right to use the buildings or 
attend the functions of a local univer- 
sity union affiliated to the N.U.S. 

The benefits of N.U;S. membership 
are mainly concessionary, ie. dis- 
counts at certain shops and cheaper 
travel facilities. Details of these con- 
cessions are set out in two booklets: 
Concessions, price 1od per copy post 
free, and Student Traveller, free, both 
obtainable from the offices of the 
National Union of Students. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


West European Regional Conference 


As announced in The Accountant of 
April 8th, the Eighth West European 
Regional Conference of The Institute 
of Internal Auditors is. being held at 
the Marine Hotel, North Berwick, 
from October 11th-13th. 

Registrations are still being accepted 
for the conference and readers in- 
terested in attending should write 
without delay to Mr M. H. Lindsay, 
North of Scotland Hydro-Electric 
Board, 16 Rothesay Terrace, Edin- 
burgh 3. 

The conference fees (excluding 
hotel accommodation) are: members 
of the Institute £12 125; ladies £11; 
non-members £13 135. 


THE CHARTERED. INSTITUTE OF 
SECRETARIES 


Companies Bill Conference Report 


A report of the one-day conference on 
the Companies Bill held in May by 
The Chartered Institute of Secretaries 
— in association with the Chartered 
Insurance Institute — is now available. 
The report contains the full texts of 
papers presented on the accounting 
and financial provisions, the insurance 
provisions and the legal and secretarial 
provisions of the Bill. 

Copies are available from the offices 
of the Chartered Institute of 
Secretaries, 16 Park Crescent, London 
Wit, price 125 64. 


List of Members 


The 1967 List of Members of The 
Chartered Institute of Secretaries has 
now been published and contains 
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details of the officers of the Institute; 
the various branches in the United 
Kingdom, and details of the overseas 
divisions in Australia, Canada, New 
Zealand and South Africa. There are 
also the usual alphabetical and topo- 
graphical lists of members. 


SOUTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 


At the recent annual meeting of the 
Southern Society of Chartered Ac- 
countants, Mr D. J. Gulliford, F.c.a,, 
a partner in the firm of Thornton 
Baker & Co, Chartered Accountants, 
of Portsmouth, was elected President. 

Mr Gulliford was educated at St 
John’s School, Leatherhead, and served 





б SS аа S 
his articles with a Dorchester firm. 
He was admitted to membership of 
the Institute in 1947 after war service 
in various parts of the world with the 
Royal Artillery. 

On leaving the army, Mr Gulliford 
worked for practising firms in Bristol 
and London before becoming a partner 
in Edmonds & Co on the south coast 
in 1950. This firm merged with 
Thornton Baker & Со in 1961. 

Mr Gulliford has served on the 
committee of the Southern Society of 
Chartered Accountants since its forma- 
tion in 1965 and prior to that was a 
member of the committee of the South 
Eastern Society. 


ECONOMIC CONDITIONS 

OVERSEAS 
Two further booklets in the 1966-67 
series dealing with economic condi- 
tions in member and associated 
countries of the Organization for 
Economic Co-operation and Develop- 
ment have recently been issued cover- 
ing the United Kingdom and Norway. 
Copies of the booklets are obtainable 
from Н.М. Stationery Office, price 55 
each. 
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New Legislation 


The date indicates when an Act received the Royal Assent 





STATUTES 
Chapter 39: 


National Health Service (Family 
Planning) Act 1967 


An Act to secure the provision, as part 
of the National Health Service, by 
local health authorities of services in 
connection with family planning. 

Price 5d net. June 28th, 1957. 


Chapter 41: 

Marine etc. Broadcasting (Offences) 
Act 1967 
An Act to suppress broadcasting from 
ships, aircraft and certain marine 
structures. 
Price 15 ба July 14th, 1967 
Chapter 42: 
Advertisements (Hire-Purchase) Act 
1967 

Ап Act to consolidate the enactments 
relating to the contents of advertise- 


ments displayed or issued in con- 
nection with hire-purchase or credit 
sale. 


Price 1s 6d Jul» rath, 1967 


Chapter 43; 
Legal Aid (Scotland) Act 1967 
Ап Act to consolidate certain enact- 


ments relating to legal aid and advice 
in Scotland and connected matters. 


Price 25 3d July 14th, 1967 


Chapter 44: 
Public Records Act 1967 


Ап Act to reduce the period of fifty 
years specified in section 5 (1) of the 
Public Records Act 1958 as that for 
which certain public records must 
have been in existence for them to be 
available for public inspection. 

Price 5d ` July rath, 1967 


August 5th, 1967 


Chapter 45: 
Uniform Laws on International Sales 
Act 1967 


An Act to give effect to two Con- 
ventions with respect to the inter- 
national sale of goods; and for purposes 
connected therewith. 
Price 2s 3d July 14th, 1967 
Chapter 46: 

Protection of Birds Act 1967 
Ап Act to amend the law relating to 
the protection of birds. 

Price 1s July 14, 1967 


Chapter 47: 

Decimal Currency Act 1967 
Ап Act to provide for the introduction 
of a decimal currency in the year 1971; 
and to regulate the constitution and 
functions of the Decimal Currency 
Board. 
Price 1s 6d July r4th, 1967 
Chapter 48: 
Industrial and Provident Societies Act 

1967 

Ап Act to facilitate the borrowing of 
money by registered societies within 
the meaning of the Industrial and 
Provident Societies Act 1965; and for 
connected purposes. 
Price Is 


July №, 1967 


The Institute of Municipal Treasurers 
and Accountants 


Results of Examinations held in May 1967 


Places and Prizes will be awarded on the combined results of the May 1967 and 


November 1967 examinations 


FINAL EXAMINATION - PART A 


The following candidates have completed the Final Examination: 


Baldwin, A. G., Solihull 
Burn, J. L., Barnet 


Clapham, F. W., Lincoln 
Coombes, C., Ashford U.D.C. 
Costello, Р. ]., Camden 
Curran, H., Durham ©.C. 


Duckworth, B. L., Manchester 
Gray, М. J., Reading 

Heal, Е. J., Walsall Н.М.С. 
Ireland, I. G., Edinburgh 
Kellaway, M. M., Salop 


Linsley, J. J. С., Romsey 
Macfarlane, G., Fife С.С. 
Toplis, W. L., Nottinghamshire 
Walker, R., Durham С.С. 


Williams, P., Widnes 
Wingfield, A., Eston U.D.C. 


The folicwing candidates have passed Part A of the Final Examination only: 


Allan, D. S., Gloucestershire 

Anderson, D. 5. H., Airdrie 

Anderson, J. J., Eston U.D.C. 

Andrew, F., Ministry of Housing and Local 
Government (Stockport) 

Andrews, D. V., Essex 

Ashton, J. A., Ramsbettom U.D.C. 

Aspden, I. R., Nottinghamshire 


Avery, R. C., Southampton 


Badham, R. S., West Bromwich 
Baldwin, A. S., Portslade-by-Sea U.D.C. 
Bancroft, D., Hazel Grove and Bramhall 


Bardsley, P. D., Salford : 
Barker, J, В., Bournemouth 


Barnett, М. J., Worcestershire 

Bebbington, P., Nantwich U.D.C. 

Begley, D. P. F., Kensington and Chelsea 

Bidmead, P., Gloucestershire 

Bloor, J. Т., Newcastle-under-Lyme 

Bowman, К. C., Ministry of Local Government 
and Housing (Zambia) 

Bramhall, A. H., Warrington 
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Braulik, D. J., Waltham Forest 

Bright, H. N., Worcestershire 

Broadribb, W. Н. J., Portsmouth 

Broomfield, P. M., Hampshire 

Brown, J. А. C., Stirling С.С; 

Bryant, C. L., Ellesmere Port 

Burgess, J. Н., Coventry 

Buttery, R., Central Nottinghamshire Water 
Oar А 


Cain, Р. М., Nottingham No. 1 Н.М.С; 
Castle, R. A., Oxford 

Charles, К. E., Harrow 

Clark, D., Derby 

Clarke, В. А.; Glasgow 

Clarke, K. J., Worcestershire 

Clarke, R. J., Great Yarmouth 

Coffield, D. F., Wycombe R.D.C. 
Collard, R. W., West Somerset Water Board 
Collins, J. B., Hillingdon 

Collins, 'T. J., Corporation of London 
Cope, А., Derbyshire 

Cordle, P. L., Coventry 

Cowell, J., Northampton 

Cox, B. A., Warwick 

Crafter, D. E., Greenwich 

Cross, D. R., Northampton 

Crossley, P. E., Manchester 


Dalton, D., Barnsley 

Darbyshire, A. G., Berkshire 
Davies, H. G., Cheshire 

Davies, J. E. H., Bletchley U.D.C. 
Davies, J. R., Cannock U.D.C. 
Deighton, A. L., Bradford 


H., Scunthorpe 
Dutson, в. J., Worcestershire 


Eamonson, B., Bredbury and Romiley U.D.C. 

Edwards, J., Ministry of Housing and Local 
Government (Taunton). 

Ennis, C. V. B., Greater London Council 


Fearn, R., Ripley (Derbys) U.D.C. 
Fisher, D. ]., Kingston-upon-Thames 
Flatman, W. J. C., Great Yarmouth 
Fluck, А. T.; Lincolnshire (Holland) 


Gann, D. K. Bromley 

Gardiner, A., Rotherham 
Gardiner, K., Durham С.С. 
Gilroy, (Mrs) J. M., Southampton 
Goddard, E. A., Renfrewshire 
Green, R., Brentwood U.D.C. 
Greenshields, б. ]., Midlothian 
Griffiths, R. D., Westminster 
Grime, A. P., Scarborough 


Haddon, D. Е., Leatherhead U.D.C. 
Haggett, R., Highworth R.D.C. 
Haizelden, D. E., Tunbridge Wells 
Hamer, C., Oldham 

Head, К. H., Brighton 

Heffron, A., Glasgow 

Hemsley, E. А., Doncaster R.D.C. 
Heys, M., Staffordshire 

Hill, D. R., Taunton 

Hilsden, J. R., St Albans 

Hinton, М. W., Frinton and Walton U.D.C. 
Holland, P., St Helens 

Holmes, G., Monmouthshire 
Houttby, D. C., Manchester 
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Hughes, J. H., New Windsor | 

Humbles, J. D., Dawley Development 
Corporation 

Hunt, R. J., Luton 


Ison, Miss R, A., Coventry 


Johnson, P. W., Nuneaton 
Johnson, R. D., Birmingham 
Jones, 5. A., Denbighshire 
Judson, D. J., Manchester 


Kemp, P. A., Ministry of Housing and Local 
Government (Newcastle-upon-Tyne) 

Kennedy, A., Manchester 

Kerton, K., Monmouthshire 

Keyte, M. E., Worcester 

King, A. S., Swindon 

Kirk, R. A., Somerset 

Kurz, R. C. W., St Albans 


Land, R. G., Caerphilly U.D.C. 

Latham, D. M., Nuneaton 

Lawton, J. H., Wigston U.D.C. 

Lea, A. G., South East Derbyshire 3.D.C. 

Lee, R., Blackwell R.D.C. 

Lenehan, М. А., St Edwards H.M.C. 

Lock, M. C., Oxfordshire 

ко, = Н., Central Nottinghamshire Water 
oar 


McFarlane, J., Glasgow 

McLellan, 1., Glasgow > 

Manning, В. D., Market Harborough U.D.C: 

Marsh, J., Blackburn 

Martin, R., North East Lincolnshire Water 
Board 

Middleton, P. R., Scunthorpe 

Mills, J. S., Whitefield U.D.C. 

Moore, J. Т., Exeter 

Moreton, J. R. E., Worcestershire 

Morgan, Р. G., Barnet 

Morgan, P. J.; Surrey 

Morris, M. G., Aylesbury 

Morris, N., Ministry of Housing and Local 
Government (Swansea) ` 

Morrison, L. J., Eastern Electricity Board 

Mortimer, R. W., Kensington and Chelsea 

Moss, B. A., Leicester 

Mullineux, E. E., Ministry of Housing and 
Local Government (Liverpool) 

Mullins, M., Rotherham 

Murray, S. N., Ministry cf Housing and Local 
Government (Leeds) 

Musgrove, M., Bootle 


Neale, C. F., Kensington and Chelsea 
New, D. А., Li th 

New, D. J. C., Hampshire 

Newton, 'T., Middlesbrough 
Nicholson, W. B., Bury 

Niven, S., Walton-le-Dale U.D.C. 


Oakley, J., Luton " 
Olding, R. P., Harlow U.D.C. 
Outen, E. A., Sunderland 


Packham, D. W. A., Burgess Hill U.D.C. 

Parker, D. J., West Bromwich 

Parsons, A., Warley 

Pawsey, H., Salford 

Peat, G., St Albans 

Phelps, B., Southampton 

Phillips, B. J., Somerset 

Pidd, F. E., Doncaster 

Power, M., Cardiff 

Price, N., Gloucestershire 

Pucknell, S. J., Ministry of Housirg and Local 
Government (Hove) 

Purle, R. W., Canterbury 
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Redwood, K. J., Gelligaer U.D.C. 


Robinson, M. G., Carlisle 
Robinson, W. R., Lancaster 
Roddis, А. P., Rotherham 

Ross, J. A., Southend-on-Sea 
Rothery, M. W., Buckinghamshire 
Russell, P., Barnet 

Rutter, W. K., Cheshire 

Rymer, R. G., Cheshire 


Sainsbury, R. G., Richmond-upon-Thames 
J. A. C., Lambeth 


Smith, C. A, C., Swindon 

Smith, D. C., Reading 

Smithson, R. C., Oxford 

Soni, B. M., Waltham Forest 

Sprigg, J., Ministry of Housing and Local 
Government (Bolton) 

Stanley, R. J., Hampshire 

Stickland, D. C., Dorset | 

Sugg, Miss J. M. R., Berkshire 


Summers, S. B., Dudley 


Taylor, R. L., Leeds 

Teasdale, J. R., Portsmouth А 

Tegg, Н. Е., Ministry of Housing and Local 
у ауса (Birmingham) 

Temple, M..S., Banbury ў , 

Templeman, J. G., Huntingdonshire and 
Peterborough 

Thomas, D. F., Greenwich 

Thompson, I. G., Rawtenstall _ 

Thorpe, Miss M. A., Staffordshire 

Tompkins, R. E., Eastbourne 

Toole, R. W., Darlington и 

Troman, J. W., Ministry of Housing and Local 
Government (Ormskirk) | 

Turner, J., Ministry of Housing and Local 
Government (Bolton) 


Unwin, R. J., Suffolk (West) 


Vaughan, М. А., Chesterfield 
Venton, С. А., Torquay 
Vine, M. A., Worcestershire 


Waide, М. A., Greater London Council 
Walker, K., High Wycombe 
Wallwork, A., Hastings 

Ward, I. H., Westmorland 

Wardle, R., Durham С.С. 
Waterhouse, R. J., Salford 

Watson, А. J., Greenwich 

Weaver, M. B., Chesterfield 
Wetherill, I. H., Salo 

Whewell, N. H., Blackburn 
Wilkinson, J. R., Blackburn 
Willingham, P., Brighton 

Wilson, А. А., Berkshire 

Wilson, L., Coventry 

Winder, P. G., Westmorland 

Wishart, А. B., University of Bradford 
Wootton, D. M., Hampshire 

Wright, C., Leicester 


Yorke, D. A., Nottingham 


The following candidates have completed the Final examination: 


Adams, TT, D., Nottinghamshire 

Alcock, Н. R., Kitwe (Zambia) 

Andrews, D., Essex 

Armstrong, B. A., Boldon U.D.C. 
Ashcroft, J. M., Walton-Le-Dale U.D.C. 
Atkinson, А. J. D., Redditch U.D.C. 


Bamford, R., Lancashire 
Barnes, R. L., Ipswich 


Bates, W. D., Luton 

Beare, А, E., Bournemouth 

Bell, К. H., Salop 

Bevan, E., Eccles 

Bodell, С. J., Fareham U.D.C. 
Bolton, D. W., Buckingkamshire 
Briggs, Miss R. V., Dudley 
Brookman, G., Knottingley U.D.C. 
Brown, D. R., Salisbury 


Brownhill, R., Dudley : 

Bullen, М., Ministry of Housing and Local 
Government (Hereford) 

Butterworth, J. T., Cheshire 


Cammies, P. R., Staffordshire 
Chant, B., Wokingham 
Chapman, Miss J. M., Essex 
Clark, J. Е., Birmingham 
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Clarke, D. W., Croydon 
Clarke, G. A., Oxfordshire 


Clay, J. B., Derbyshire 
Coleman, D., Derbyshire 
Cook, J. G., Birmingham 
Corless, A. G., Bolton 

Cox, Р. B., Bridport R.D.C. 


Daniels, F., Derbyshire 

Davis, B. F., Hillingdon 

Davison, K., Middlesbrough 
Dean, D. J., Surrey 

Deeming, M., Brertwood U.D.C. 
De Lacy, Miss S, J. M., Enfield 


Desforges, M. J., Yorkshire ae Riding) 


Dix, С, L., Portishead U.D.C. 
Dolan, P., B 
Dymond, I., Hampshire 


Edwards, B. R., Stoke-on-Trent 
Edwards, P. J., Slough "Technical College 
Evans, Т. H., Sheffield 


Fayers, М. O., Eastbourne 
Ferguson, R. J., Liverpool 
Folker, K., Barnet 

Found, К. J., Newport (Mon.) 
Fry, H. S., Farnborough U.D.C. 
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ACCOUNTANTS AND 
THE LAW OF NEGLIGENCE 


by В. W. У. DICKERSON, В.Сот., LL.B., Ph.D., С.А. 


A subject of great interest and concern to the accounting profession 
is the question of accountants’. legal responsibility. At the present time 
no comprehensive volume fully covering the subject is available and 
this book is designed to fill this gap. 


The book discusses in considerable detail the accountant’s duty 
and standard of care, his liability to his clients and to third parties if 
negligence or fraud is proved. It covers his various responsibilities not 
only in his capacity as accountant and auditor but also as tax or 
business adviser, arbitrator and valuer. 


A collection of fifty-seven leading Court cases in England, Ireland, 
South Africa, Australia, New Zealand, India and Canada, as well as 
cases in various States of the United States, are reprinted and arranged 
to suit the convenience of both accountants and lawyers. 


Decisions which are reported in the standard law reports have not 
been reproduced but quotations more extensive than is usual in a 
legal textbook have been made from the judgments. In this way, the 
book is fully usuable by those who do not have access to a law library. 


Cases which are unreported or which have been reported only in a 
series of law reports now out of print or less well-known are repro- 
duced in their entirety. For the unreported cases the official transcript 
of the Court's decision or the trial judge's summation has been used 
or, where this was impossible to obtain, the report as it appeared in 
a newspaper or other journal has been reproduced. 


The author is a Canadian chartered accountant and lawyer who 
has practised in Canada as an accountant and later as a lawyer. He 
obtained a Ph.D. in taxation law at the London School of Economics 
and returned to Canada to join the Faculty of Law at the University 
of British Columbia. He is joint author with Professor G. S. A. 
Wheatcroft and others of Estate and Gift Taxation and has written 
numerous articles in legal and accounting journals. 


His analysis covers, among other subjects, the 


legal aspects of these major areas: 


DUTY OF CARE 


Statutory and non-statutory audits 
Dangers in unwritten audit contracts 


STANDARD OF CARE 
Reliance on experts 
The audit report: 
– ambiguous and misleading reports 
— qualifications and disclaimers 
~ differences in audit of public and private 
companies 
— libellous reports 
The audit period: 
— interim audit work 
— responsibility for post-balance sheet events. 


VERIFICATION OF PARTICULAR 
ITEMS AND TRANSACTIONS 
What the Courts have had to say about verifi- 
cation procedures in particular circumstances 
The auditor’s responsibility for knowing the law, 
and the audit of a trustee’s accounts. 


THE MEASURE OF DAMAGES 
How damages are assessed against an accountant 
who has been found negligent 
Topics of consequential damages, reliance, 
remoteness and certainty of damage, prior 
remedies and mitigation of damages. 


LIABILITINS OF THIRD PARTIES 
The development of the law in this area on the 
responsibility of the accountant to persons 
other than his client. 


OTHER DUTIES AND FUNCTIONS 
OF THE PROFESSIONAL 
ACCOUNTANT 


The accountant’s duty of secrecy 

The accountant and conflicts of interest 

Cases dealing with the legal responsibilities of 
the accountant when acting as business 
adviser, tax adviser, arbitrator and valuer. 
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Management Information 
and Accounting 


by В. WARWICK DOBSON, СА, F.c.w.A. 


A recommended book for the Certificate in Management Information, the examination.for which is being held jointly 
by The Institute of Chartered Accountants in England and Wales and The Institute of Chartered Accountants in ` 
Ireland. Written for accountants from the point of view of managements’ requirements not only. for accounting 
Information, but for Information of all kinds. Dealing with many decisions both major and minor which managers of 
all businesses require to make, the book shows the place which accounting information - - both financial and cost – 
occupies In the complete network of management information. 


Demy 8vo. 524 pages, m У .'"  Hlustrated with many examples 
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Have you read 
any good books lately?.. 


One in a series of advertisements designed to remind members and non-members 
of the extensive facilities available. 


PUBLICATIONS. 1966 saw the publication of more than a dozen books, booklets and Summer Course 
papers by the Institute and by the General Educational Trust of the Institute. Written by experts, they 
cover a wide variety of subjects ranging from supplements to the Corporation and Capital Gains taxes 
to the educational books available from the Institute's General Educational Trust. The first five in the 
Trust's Management Information series are available now and the remaining three will be published 
shortly. A list of some publications available is given below. A full list and copies of the booklets are 


available from: 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 





Published by the General 
Educational Trust of the 
Institute 


MANAGEMENT INFORMATION 
Business planning and control 


Research and development — the key to 
future profitability 


The case for marginal costing 


The use of ratios in the study of business 
fluctuations and trends 

The preparation of interim accounts for 
management in the smaller manufacturing 
concern 

Management information and statistical 
method 

Improving the efficiency of an accounting 
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Disclosure in Accounts 


pP RESSURE has been building up in recent years for more 
information to be given in company accounts. This found 
reflection in the evidence given before the Company Law Com- 
mittee, which in its report (Cmnd 1749) made a number of 
recommendations as to the contents of balance sheets, profit and 
loss accounts and directors’ reports. Not surprisingly, therefore, 
one of the main objects of the Companies Act 1967 is to require 
the disclosure of considerably more information by companies. 

Section 3 of the new Act requires a statement to be given in a 
holding company’s accounts, or in notes to the accounts, of the 
names and places of incorporation (if other than Great Britain) 
of all subsidiary companies and, in relation to shares of each class 
of a subsidiary, the identity of the class and the proportion of the 
issued shares of that class represented by the shares held, distin- 
guishing between shares held directly by the holding company 
or its nominee and shares held by another subsidiary or its 
nominee. If the subsidiary is incorporated in Great Britain the 
country of registration, that is, whether England or Scotland, 
must also be given unless the holding company is registered in 
the same country. 

But the information required by the section need not be given 
in the case of a subsidiary which is incorporated outside the United 
Kingdom (as opposed to Great Britain) or being incorporated in 
the United Kingdom carries on business abroad, if the disclosure 
would, in the opinion of the directors of the holding company, be 
harmful to the business of the company or its subsidiaries and the 
Board of Trade agree to its being withheld. If, too, the subsidiaries 
are numerous, the directors need only give the information for 
subsidiaries which principally affect the group’s profit or loss or 
the amount о: its assets; but the accounts must include a statement 
to this effect, and both the information given and that withheld 
must be included in the next annual return. 

Section 4 is in very similar terms to section 3, but it applies not 


.to subsidiary companies but to cases where the holding company 


(1) holds equity shares of any class in another company exceeding 
in nominal value one-tenth of the nominal value of the issued 
shares of that class, whether or not it also holds shares in the same 
company of another class or classes; or (ii) holds shares in another. 
company and the total shareholding in the other company exceeds 
one-tenth of the amount of assets of the holding company. 

By virtue of section 5 a subsidiary company, in turn, must show 
in its accounts or in a note to the accounts the name of the company 
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which is regarded by the directors as being its ultimate 
holding company and the country in which it is 
incorporated, unless the subsidiary company carries 
on business outside the United Kingdom and the 
disclosure of the information would, in the opinion of 
the directors, be harmful to the business of the sub- 


sidiary company or of the holding company or of any 


-other subsidiaries of the holding company and the 
Board of Trade agree that the information need not be 
disclosed. : 

Section 6 differs in some respects from the original 
clause 6 and provides that. so far as the information is 
contained in the company's books and papers or the 
company has the right to obtain it from the persons 
concerned, the accounts of a company laid before it in 
general meeting must show (а) the emoluments of each 
person (if more than onz) who has been chairman 
during the financial year, (5) the number of directors 
whose emoluments were (i) not more than £2,500, 
(ii) between £2,501 and 5,000, (iii) between £5,001 
‘and £7,500 and so on, in bands of £2,500; and (с) the 
-emoluments cf the highest paid director if they were 
greater than those of the chairman or the aggregate of 
those of the chairmen for the financial year. 

The emoluments refecred to in the section are 
emoluments within secton 196 of the 1948 Act, 
other than contributions paid in respect of a director 
under any pension schemz. The section does not refer 
to chairmen or directors whose duties are discharged 
"wholly or mainly outside the United Kingdom, and 
does not apply to a company which is neither a holding 
company пог a subsidiary company if the aggregate 
amount of the directors emoluments under section 
196 (т) (а) of the 1948 Act does not exceed £7,500. 
-If section 6 is not complied with by a company to 
which it applies, it will ke the duty of the auditors to 
give the required particulars in their report, so far as 
they are reascnably able to do so. 

The accounts must also show the number of directors 
who have waived rights to receive emoluments and 
the aggregate amount of those emoluments. For this 
purpose it will be assumed that a sum not receivable in 
respect of a period would have been paid at the time 
at which it was due to be paid, and a sum not so 
receivable that was payable only on demand, and has 
been waived, will be deemed to have been due for 
payment at the time of the waiver (section 7). 

Section 8 provides that there must be shown in the 
accounts of a company laid before it in general meeting, 
or in an annexed statement, the number of persons in 
the company's employment whose several emoluments 
(i) exceeded {£10,000 but did not exceed {12,500, 
(ii) exceeded. £12,500 but did not exceed £15,000 and 
so on in bands of £2,5c0; but this requirement does 
not extend to directors or to persons who worked 
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wholly or mainly during the year outside the United 
Kingdom. 

For the purposes of the section a person's 'emolu- 
ments' include any paid to or receivable by him from 
the company, the company's subsidiaries and any 
other person in respect of his services as a person in the 


employment of the company or a subsidiary or as а 


director of a subsidiary, except sums to be accounted 
for to the company or any of its subsidiaries. ‘Emolu- 
ments' in relation to а person also includes fees and 
percentages, any sums paid by way of expenses 
allowance in so far as those sums are charged to United 
Kingdom income tax and the estimated money value 
of benefits in kind. In the original Bill the term also 
included any contribution paid in respect of an 
employee under a pension scheme. 

‘Subsidiary’ means a subsidiary at the time the 
services were rendered and in relation to a person who 
is or was, while employed by the company, a director 
by virtue of the company's nomination of another 
company, will include that other company whether or 
not it is or was in fact the company's subsidiary. If the 
requirements of the section are not complied with, it 
wil again be the duty of the auditors to give the 
particulars in their report. 

Section 9 introduces Schedules 1 and 2 to the Act. 
Schedule x amends Schedule 8 to the 1948 Act and 
Schedule 2 sets out Schedule 8 as so amended. But 
sections 3 to 9 and Schedule т do not apply to a 
balance sheet, profit and loss account or group accounts 
in respect of a financial year ending before they come 
into operation which, by virtue of section 57 (1) (Б) is 
January 27th, 1968. This is the date when all the 
accounting and disclosure provisions of Part I of the 
Act, except section 17, take effect. Section 17, which 
requires directors’ reports to state the turnover and 
profitability of different classes of business, applies 
to financial years ending on or after July 27th, 
1968. 

The balance sheet and profit and loss account for the 
first financial year ending after January 27th, 1968, 
need not show corresponding amounts for the pre- 
ceding financial year under paragraphs тг (11) and 
14 (5) of Schedule 8 to the 1948 Act, in so far as they 
are ‘items which, but for the 1967 Act, would not 
have to be shown’. But this does not apply to directors’ 
emoluments and employees’ salaries in excess of £10,000 
under sections 6, 7 and 8 of the 1967 Act. A special 
class of company entitled to the benefit of paragraph 
25 of Schedule 8 will continue to be so entitled for a 
financial year ending before January 27th, 1968, even 
though, under the 1967 Act, it ceases to be one to 
which paragraph 25 applies (section 10). 

ЈЕ information required by section 196 of the 1948 
Act or section 6, 7 or 8 of the 1967 Act is shown in a 
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statement annexed to the accounts, corresponding 
amounts for the immediately preceding financial year 
must be included in that statement (section 11). A 
director who fails to take all reasonable steps to secure 
compliance with this requirement is liable to im- 
prisonment or fine, but it is a defence that he believed 
a competent and reliable person was charged with the 
duty and was in a position to discharge that duty. 

_ Under section 454 (1) of the 1948 Act the Board of 
Trade may by regulations made by statutory instru- 
ment alter or add to the requirements of that Act as 
to the matters to be stated in a company’s balance 
sheet, profit and loss account or group accounts, and 
in particular the requirements of Schedule 8 to the 
1948 Act. Section 12 of the 1967 Act extends this power 
and enables the Board by regulations, (a) so to amend 
paragraph 23 of Schedule 8 as to render a banking or 
discount company subject to a requirement of Part 1 
of the Schedule from which it is now exempt, or 
(6) to repeal paragraph 23. This power applies to 
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banking and discount companies generally or to any 
class of such companies. 

For the purposes of the regulations the Board of 
Trade may define a class of banking or discount 
companies by reference to any circumstances what- 
soever; and if a question arises as to whether a com- 
pany does or does not fall within a class specified in 
the regulations, it is to be determined by the Board 
whose decision will be final. Procedure of this kind is 
not usually regarded with particular favour, but 
regulations made as a result of section 12 must be laid 
before Parliament and approved by a resolution of 
each House. Ж 

Under paragraph 14 of Schedule 1 (paragraph 13А 
of Schedule 2) the turnover for the financial year and 
the method by which it is computed, must be shown 
in a note to the accounts, except in the case of a 
banking, discount or other exempt company, or where 
it does not exceed £50,000 in the case of a company 
which is neither a holding nor a subsidiary company. 





Small Firms under 
Duress? 


MALL firms constitute a most important part of 

the business activity of the United Kingdom. 
Those employing between eleven and 500 workers 
represent over 50 per cent of total employment in 
manufacturing industry and over 45 per cent of gross 
output. They display imagination, resourcefulness and 
an adaptability which often leaves their larger brethren 
looking leaden-footed. 

Yet disaster can so easily strike at the small firm 
through causes which derive largely from its limited 
resources —inadequate records, insufficient capital 
(both short- and long-term), excessive operating costs, 
faulty sales policies and lack of stock and budgetary 
controls. At first sight, one is tempted to dismiss the 
problems as being matters of degree, but on closer 
inspection some of the difficulties seem to be inherent 
in the very structure of small firms, as а С.В.І. steering 
group discovered in the course of monthly meetings 
held over the past twelve months. 

The group, which was formed under the chairman- 
ship of Sir NurcoMBE Hume (with Mr LESLIE JENKINS 
as Vice-Chairman), consisted of twenty-seven members 
drawn from all the regions, including a representative 


of the Industrial and Commercial Finance Corporation 
and one of the commercial banks. The work of the 
group has now been reviewed and, in the light of its 
importance and of the contribution which it has made 
and will continue to make in the determination of 
С.В.І. policy, the Council has approved its permanent 
establishment as a standing committee of the organiza- 
tion. 

As might be expected, much of the time of the group 
has been taken up with financial questions covering a 
wide range. Not only subjects like finance — with 
particular reference to equity capital, the operation of 
investment grants, overseas investment, and the verbal 
contortions in defining small firms for company law 
purposes – but other matters with a financial tinge 
such as the application of new techniques and the 
improvement of productivity, research and develop- 
ment, and the effect of the Industrial 'Training Act. 

Understandably enough, the credit squeeze has hit 
the small firm particularly hard and the group has 
sought means of cushioning the worst effects - among 
them a plea to larger firms to pay their bills promptly 
and an approach to the Board of Trade urging im- 
provements in the working of the cash grants system. 
Тћеп, looking beyond these shores, the group has 
also studied the work done by the Small Business 
Administration in U.S.A. and other bodies in various 
other overseas countries in their search for remedies. 

` Appearances can be deceptive but recent legislation 
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does seem to have singled out the small firm for harsh 
· treatment. One way or another, their interests have 
been adversely affected by the ‘close’ company pro- 
visions of the Finance Act 1965; by capital gains tax- 
ation, selective employment tax, investment grants, 
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redundancy payments, as well as the Industrial 
Training Act and, not least, the new Companies Act. 
Small firms may be forgiven if they jump to the con- 
clusion that the Government is шаб making 
life difficult for them. 





FINANCE ACT 1967 


Sale of Copyright 


E annual basis of income tax and surtax bears 
with particular severity on an author who for 
many years may not earn enough even to cover his 
personal allowances, let alone to bring him within the 
surtax field. These years, he hopes, will be followed by 
highly successful years when he will pay the higher 
rates of surtax. He is not allowed, however, to bring 
forward the unused personal allowances of the lean 
years, nor even to average his income for surtax 
purposes. 

In 1944 a measure of relief was introduced where an 
author could show that he had been engaged on a 
particular work for more than twelve months. This 
relief із now contained in section 471 of the Income 
Tax Act 1952 and provides for the spreading back of 
lump-sum receipts. Needless to say, this relief by no 
means goes all the way. 

Section 17 of the Finance Act 1967 gives similar 
kind of relief but this time by spreading forward. It 
often happens that an author will publish a work which 
takes some time to establish itself, while in the mean- 
time drawing such royalties as come in. When the 
book is established, its copyright may have a con- 
siderable value which the author may wish to realize 
in one lump sum, perhaps as the basis or nucleus of his 
own pension provision. If he is still practising as an 
author at the time, then the lump sum is chargeable to 
tax as an ordinary receipt of his profession or vocation 
and may push his income up for one year to un- 
accustomed heights where surtax bears very heavily. 

The case of Mackenzie v. Arnold (зт A.T.C. 253, 
369) in 1952 illustrates the practical effect of the 
general law. Sir COMPTON MACKENZIE commenced 
his profession as author in 1907. In 1911 he left the 
United Kingdom and carried on his profession abroad 
until 1930 when he returned to the U.K. During his 
sojourn abroad he wrote many books from which he 


received royalties. In 1943 he sold the copyright in 
some twenty of them for {10,000 less £1,000 com- 
mission. 

The Court of Appeal held that the £10,000 was a 
revenue receipt of his profession for the year of sale, 
notwithstanding that the books had been written at a 
time when he was not assessable to U.K. tax under 
Case II of Schedule D and when, consequently, none of 
the expenses of such writing had been allowed in 
computing any U.K. assessment. Sir CoMPTON 
contended that the copyrights were capital assets 
which he had brought to the U.K. and that if they 
were not, then he was entitled to deduct the expenses 
he incurred in writing them. Both these contentions 
failed. However, it was conceded that Sir Compron 
was entitled to the ‘spread-back’ relief under section 
471, notwithstanding the fact that the books were 
written many years before that relief was introduced. 

Section 17 of the Finance Act 1967 introduces the 
spread-forward relief for such a case, but this new relief 
and the old spread-back relief are mutually exclusive. 
For both reliefs there are certain common conditions 
as follows: 


(1) the author (including а. joint author) of а 
literary, dramatic, musical or artistic work, 
assigns the copyright therein wholly or partially, 
or grants any interest in the copyright by 
licence; and 


(ii) the consideration for the assignment or grant 
consists wholly or partially of a lump-sum 
payment (which includes а non-returnable 
element of royalties); and 


(ш) the whole amount of the lump-sum payment 
would (but for the relief) be included in com- 
puting the amount of his profits or gains for a 
single year of assessment (Income Tax Act 
1952, section 471; Finance Act 1967, section 


17 (1)). 


Thus the word ‘author’ includes dramatist, composer, 
painter, or sculptor. The consideration has to be a 
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‘lump-sum payment’ and therefore, strictly speaking, 
the relief will not apply to anything other than money, 
e.g. such as a house or a yacht or motor-car. 

Prior to the recent case of Mason о. Innes, the 
Inland Revenue were arguing that an author who made 
a present of a copyright to his relative ought to bring 
the market value of that copyright into the computation 
of his profits as author. Had the Inland Revenue 
succeeded, such an author could have no relief under 
section 17 because he would not have received a 
lump-sum payment, or any payment at all. 

If the sale is arranged in such a way that the total 
payment is automatically spread over more than one 
year, then section 17 can have no application. If the 
lump-sum payment is not chargeable to tax at all 
then, of course, the section is irrelevant. However, 
provided that the lump sum is assessable, it does not 
matter under which schedule or case the sum falls. 

At this point the two reliefs part company. The 
spread-back relief of section 471 is confined to a work 
on which the ‘author’ has been engaged for more than 
twelve months. The spread-forward relief of section 
17 15 confined to the case where the assignment or 
grant takes place *not less than ten years after the first 
publication of the work’. Section 17 (11) defines this as 
*the first occasion on which the work or a reproduction 
of it is published, performed or exhibited". 

АП the conditions of section 17 being satisfied, the 
‘author’ can claim ‘that effect shall be given to the 
following provisions of this section in connection with 
the payment’ (section 17 (1i)) The claim itself is 
governed by section 9 of the Income Tax Management 
Act 1964. 'l'his means that the claim goes to the tax 
inspector and there is a right of appeal from his 
decision to the General Commissioners (appeals 
against section 471 refusals are to the Special Com- 
missioners). 

If a claim is made and the assignment or grant is for 
six years or more (or is outright), then for income tax 
purposes the payment is treated as becoming receivable 
in six equal instalments at yearly intervals, the first 
being on the day the lump sum itself is, in fact, 
receivable. One must stress the word 'receivable', be- 
cause as far as the payer's income tax is concerned the 
section has no relevance. ‘Income tax’ includes surtax 
(section 17 (2)). 

If the assignment or grant is for less than six years, 
the spread is over the number of whole years (i.e. years 
of assessment) contained within the period, beginning 
as before with the year in which the lump sum actually 
becomes payable. 

If the author dies after making a claim under section 
17 (2) (3), then the spread forward is cut down to the 
period up to his death, the instalments which otherwise 
would have been treated under the section as payable 
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after his death being deemed to be payable on the 
same day as the last instalment before his death 
(section 17 (4)) This is so where, for instance, the 
author was a married woman who was living with her 
husband, so that he is the person assessable. Section 
17 (4) may have the result of bunching a good deal of 
income in the year of death, and therefore section 17 (5) 
confers a right of election upon the personal repre- 
sentatives. If they exercise it at all, they must do so 
within two years after the death (section 17 (7)). 

Under the election, the amount of the income tax 
and surtax payable out of the estate by reason of section 
17 (4) is to be reduced so as not to exceed: 


‘the total amount of income tax (including surtax) 
which would have been payable by the deceased or 
out of his estate in respect of the payment’ (i.e. the 
lump-sum payment) ЧЁ the copyright or interest 
had been assigned or granted for a period beginning 
with the date when the first instalment is treated as 
becoming receivable and ending with the day before 
the ceath’. 


The reference to tax payable ‘by’ the deceased includes 
tax payable by the deceased’s spouse. | 

Section 17 (4) and (5) deal with cessation by reason 
of death, whether it is the cessation of a profession 
assessed under Case II of Schedule D, or a cessation 
of a Case VI source. Section 17 (6) deals with the 
cessation in some other way of a Case І profession or 
vocation, after the date on which the lump sum actually 
became receivable. In general, the treatment is as in 
section 17 (4). That is to say, any instalment deemed 
to be receivable after the cessation date is now to be- 
treated as receivable om the same day as the last 
instalment before cessation. Here again, however, 
there is an election exercisable this time by the author 
himself within two years after the cessation. He can 
elect to be treated ‘for all purposes’ as if the assignment 
or grant had been made for a period beginning with 
the date when the first instalment is treated (under 
section 17 (2) (3)) as being receivable. The end of that 
new period is, of course, the date of cessation. 

Section 17 (8) provides for the deduction of expenses 
where the lump-sum payment would (but for the 
section) be charged under Case VI of Schedule D. If 
any amount would be deductible from the lump-sum 
payment then the deduction has to be made from the 
lump-sum payment and only the balance is spread 
forward. This applies not only to the deductions 
allowed under the ordinary Case VI rules, but also to 
deductions allowed by section 32 (4) of the Finance 
Act 1950 against amounts chargeable under Case VI 
in respect of receipts after a profession or vocation has 
been discontinued. 
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Current 
Affairs 


New Solicitors’ Rules 
[х the proceedings of the August meeting of the 

Council of The Institute of Chartered Accountants 
in England and Wales, reported on other pages, 
reference is made to the new sets of rules relating to 
solicitors’ accounts and to accountants’ reports 
issued this week by the Law Society. There are, in 
particular, a number of important changes in the 
Accountant’s Report Rules and practising accountants 
who have solicitor clients are advised to study the 
revised version. 

Rule 4, for example, has been recast with a view to 
defining more clearly the extent of the work carried 
out by an accountant for reporting purposes and the 
form of the report itself has been altered for the same 


reason. The rule as amended states with greater. 


precision the limits within which the accountant will 
work. Rule 5 is new and makes clear the right of the 
solicitor to withhold files on the grounds of privilege 
as between solicitor and client. A solicitor may decline 
to show documents relating to a client’s affairs to 
anyone other than his accountant and he may even, 
on grounds of client’s privilege, refuse to show them 
to his accountant. In that case, the accountant must 
qualify his report, setting out the circumstances therein 
so that the Council may make appropriate inquiries if 
necessary. 

An extension to Rule 7 supplements part of the 
present Rule 6 with reference to the solicitor who 
practises as a salaried partner and who is held out to 
the public as a partner on the letter-heading of the 
firm. Under the new rule, he will be required to deliver 
an Accountant’s Report. A new requirement of the 
Accountant’s Report is that the reconciliation made by 
him of the liabilities to clients as shown by the ledger 
accounts and the cash held in clients’ accounts must 
be shown on the face of the report. Where there is 
agreement between the two sets ої balances, no figures 
are required. 

The Council of the Law Society hopes that these 
and other amendments will be helpful to solicitors in 
the conduct of their practices and to their accountants, 
especially as both professions are at present suffering 
from severe pressure of work. 


ACCOUNTANT 


August 12th, 1967 


Institute’s New Council Member 


R JAMES WHITEHEAD, F.c.a., a partner in 
Thornton Baker & Co, Chartered Accountants, 
of Leeds, was elected a member of the Council of The 
Institute of Chartered Accountants in England and 
Wales at a meeting of the Council held on August 2nd 
(reported elsewhere in this issue). His election fills 
the vacancy caused by the resignation of Mr D. Steele, 
F.C.A., of Bradford (announced in our issue of July 15th). 
Born in Appleby, Westmorland, in 1920, Mr 
Whitehead was educated at Appleby Grammar 
School and was articled in 1938 to the late Mr 
Elijah Sudworth, of Wheawill & Sudworth, Chartered 
Accountants, of Huddersfield. During his articles he 
was called up for military service and for the next five 
and a half years served in the Royal Corps of Signals 
and in the Royal Army Ordnance Corps in the United 
Kingdom and India. 

On demobilization he returned to accountancy and 
passed the Institute’s Final examination in 1947, in 
which year he was admitted to membership of the 
Institute. For the next eight years he stayed with 
Wheawill & Sudworth until joining Whitfield & Co, 
Chartered Accountants, of Leeds. A year later, in 
1957, he became a partner in the firm, and in 1963 
became a partner in Thornton Baker & Co. 

Mr Whitehead is a former secretary of the Hudders- 
field Group of the Leeds, Bradford and District 
Society of Chartered Accountants, and from 1961 to 
1963 was secretary of the district society. He has been 
a member of the Society’s committee from 1961 to 
date and is at present Vice-President of the Society. 

Outside his professional activities and his work on 
behalf of the Society, Mr Whitehead serves as a 
member of the Yorkshire Council of the British 
Empire Cancer Campaign for Research. His principal 
recreation is trout fishing. 


Chartered Accountant Life Peers 


WO chartered accountants are included among 

the fourteen life peers whose names were announced 
by the Prime Minister on Thursday of last week. They 
are Mr Desmond Hirshfield, F.c.a., and Mr David 
Urquhart, О.В.Е., J.P., C.A., А.Т.І.І., A.T.I. 

Mr Hirshfield is well-known as accountant and 
investment adviser to the ТЛЈ.С. and several unions, 
and also administers the Trade Union Unit Trust 
which was founded at his instigation. He has been a 
member of The Institute of Chartered Accountants 
in England and Wales since 1939 and is senior partner 
in Hesketh, Hardy, Hirshfield & Co, Chartered Ac- 
countants, of London. 

Mr Urquhart, who has been a member of The 
Institute of Chartered Accountants of Scotland since 
1936, is managing director of Don Brothers, Buist & 
Co Ltd, of Dundee. He is a former Provost of Forfar. 

Both the new peers will be taking as active a part as 
possible in the affairs of the House of Lords. 
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The Companies Acts 1948-1967 


THE Companies Act 1967 was enacted on July 
27th and first copies of the Act were obtainable 
from H.M. Stationery Office on Friday of last week. 
On the same day, to coincide with the publication of 
the Act, Gee & Co (Publishers) Limited published for 
the General Educational Trust of The Institute of 
Chartered Accountants in England and Wales a Guide 
to the Accounting Requirements of the Companies Acts 
1948-1967 (36 pp., 92 X 75, price ros net). 

This is a factual summary of the statutory require- 
ments relating to the contents of annual accounts of 
companies and the notes, annexures and attachments 
to them, including the directors’ report. It is a com- 
pletely revised version of Summary of Statutory and 
other Requirements in the production of annual accounts 
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and contains chapters on the main effects of the Act of 
1967 on the Companies Act 1948, the dates when the 
main provisions of the 1967 Act come into operation, 
provisions as to the contents and form of accounts, 
the balance sheet and profit and loss account, the 
additional information now required to be given in 
accounts, group accounts, directors' reports, the sign- 
ing, circulation and filing of accounts and the special 
provisions relating to banks and insurance and shipping 
companies. 


An appendix sets out the titles and dates of issue of 
relevant accounting recommendations issued by the 
Council of the Institute. This is important because 
recommendations with dates of issue prior to August 
1967 do not take account of the provisions of the 1967 





This is My Life 


by An Industrious Accountant 


VER a noggin after a recent meeting of our local 

accountants' society, a group of us were discussing 
the rising generation of articled clerks. Our oldest 
member was particularly trenchant in his criticism. 
Allowing grudgingly for a small percentage of alabaster 
models of blue-eyed virtue (mostly in his own office) he 
lumped the remainder as ‘rowdy, couldn’t-care-less, 
scruffy, undisciplined’ and so on. Not like us in our 
young days, he insisted heatedly, to which there was a 
general chorus of assent. 

Listening to them I remembered my own generation. 
There was that historic night when we foregathered 
wearily, about a dozen of us, at our favourite pub. That 
afternoon we had done the last paper of our final 
examination. The days of midnight toil were over. 
Farewell for ever to actuarial science, cestui que trust, 
and the gold standard. In two short months we would, 
with luck, be fully-fledged accountants. 

But despite our surroundings there was singularly 
little noise or revelry. We talked in almost hushed 
voices over the beer tankards of that appalling partner- 
ship profits question and of how poor old Charles had 
walked haggardly out after five minutes of the execu- 
torship law paper. Lost for ever to the profession, we 
mourned. 

By the time a few more bubbling half-pints had 
circulated, when the gang had been enlarged by 
sundry sympathizers, the mood had deepened. Bill 
was singing the old refrain: 

"Then stand to your glasses steady, 

"They're all we have left to prize...’ 
and the circle with arms linked was harmonizing sadly. 
There were long scarves, a few sported moustaches, 


and some wore gaudy Fair Isle sweaters. We probably 
looked scruffy and demoralized. 

'The bartender, an old friend, had been dispensing 
sympathy and encouragement with his refreshment, and 
at this stage he prudently suggested that we have a 
meal. We milled around aimlessly in the twilight out- 
side. Somebody said that the barman was a great scout 
and somebody else, rather resentfully, said ‘not like 
that so-and-so rat in the Red Lion who said accountants 
were a bunch of tax-collectors' blankety-blanks'. 

There was a moment when the remark almost went 
unnoticed, then Bill flared up suddenly and said it 
was high time that the Red Lion learned a lesson in 
manners. A moment later we were moving in a close- 
knit phalanx, grimly purposeful, cowards the Red Lion. 

I remember uttering cautious remonstrances; but 
the gang, swollen with strangers, broke into a run; 
there were shouts and counter shouts in the narrow 
streets. Those in front were hammering on a door; we . 
were all wedged tightly together; there was a crash of 
broken glass. The crowd shredded out like magic. Then 
I found myself with Bill and an unknown blonde alone 
on the littered threshold of a wrecked porch. Before 
us a hefty shirt-sleeved stranger was brandishing a 
chair and swearing furiously that he’d brain the first 
hooligan to take a step forward. 

It seemed hardly opportune to dally in philosophical 
badinage or psychological post-mortems. 

Windows were opening, footsteps sounding fainter, 
a whistie was shrilling. Bill said rather feebly: "We're 
accountants, you see’. In response the landlord swung 
the chair clumsily and we ran for it. Each of us was 
trying gaspingly to explain that he personally had been 
against it all along, while the blonde was having 
hysterics. Her demand for an immediate taxi to 
Edgware seemed the last straw in the circumstances. 

At least two of that night's crusaders now hold 
distinguished positions in the financial world, so the 
less said the better. Nevertheless it seemed tactful to 
agree temporarily with the oldest member of our 
group about our unsullied past. 
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Act, but it is expected that the Council of the Institute 
will publish revised and amended editions in due 
course. A full index completes the work. Orders have 
been received for many thousands of copies and the 
booklet shows every sign of being a ‘best seller’. 

A somewhat similar though smaller booklet is What 
to include in company accounts NOW, by A. G. Touche 
and published by Butterworth & Co (Publishers) 
Ltd (зо pp., 84 X 54, price ros net). 

This has been adapted from Mr Touche’s longer 
work Accounting Requirements of the Companies Acts. 
Its contents include sections on directors’ reports, the 
statements to be included in accounts or annexed to 
them, the balance sheet, profit and loss and consoli- 
dated accounts, auditors, exceptions for special classes 
of companies, statutory books, requirements of the 
Federation of Stock Exchanges and definitions. 


р, 0. Leake Teaching Fellowships 


5 announced in the report of the meeting of the 
Council of The Institute of Chartered Accountants 
in England and Wales elsewhere in this issue, Mrs 
S. У. D. Dev, А.А.С.С.А., А-Т.І.І., Mr J. Freear, М.А., 
A.C.A., and Mr А. С. Piper, B.COM., F.C.A., F.C.W.A., 
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have been appointed to Р. Р. Leake Teaching Fellow- 
ships. 

These are the first appointments to be made under 
the scheme and will enable the holders, who are all 
interested in teaching as a career, to study for a 
higher degree. It is hoped that the Fellowships will 
help remedy the shortage of teachers of accounting. 

Mrs Susan Dev, who was admitted to membership 
of The Association of Certified and Corporate Ac- 
countants in 1965, is aged 30 and has had experience 
both in practice and in industry ; she is also an Associate 
of The Institute of Taxation. Her Fellowship will be 
tenable at the London School of Economics. 

Mr John Freear, whose Fellowship will be at the 
University of Kent at Canterbury, is aged 26 and is a 
Cambridge graduate. He was admitted to membership 
of the Institute this year after serving articles in 
Manchester. .-.. 

Mr A. G. Piper, who has been accountant of 
The Patent Shaft Steel Works Ltd, of Wednesbury, 
Staffordshire, since 1960, is a graduate of Birmingham 
University. He was admitted to membership of the 
Institute in 1955 and became a member of The 
Institute of Cost and Works Accountants in 1961. He 
will take up a Fellowship at Birmingham University 


What are we doing on this 


blasted heath? 


An incursion into the semantics of accounting theory 


by В. М. WALTERS, МА., А.С.А. 


T is said that accountants are engaged in measuring 

something, and that the objects of the measurement 
are twofold: (1) income; (2) the worth of the business. 
There will almost certainly be a howl of protest at the 
latter statement but if it is not true then it leads to 
certain logical difficulties which will be referred to 
later. 

It is now proposed to examine the ‘income’ and 
‘worth’ aspects to see what is involved in ‘measuring’ 
them and whether the *measurement' of the two items 
is compatible. 


'Measurement' of income 


There is considerable dispute in accounting literature 
as to whose income is being ‘measured’ by accountants. 
This arises particularly in respect to company accounts 
where there is the possibility of ‘measuring’ the 
income of: 

(a) the original equity shareholders; 

(b) the currert equity shareholders; 

(c) the total equity and preferred shareholders; 





‘There is a lack of real academic background in 
this country to our professional studies and to the 
development of accounting theory and of the 
principles and conventions we attempt to apply 


in our daily work." 
W. E. PARKER, C.B.E., Р.С.А., President 
of the English Institute at the Oxford 
Summer Course last month. 








(4) the total income according to the contributors 
of capital (including debenture holders). 


In order to examine this problem we must return to 
the origins of accounting and of accounting theory; 
this involves analysing the make-up of a profit and 
loss account and balance sheet. 

The proponents of the double-entry system argued 
that the object of trade was to increase one’s wealth 
and therefore that the success of a business venture 
could be measured by that increase in wealth. This led 
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to a balance sheet theory of income measurement, 
which was that the value of the increase in net assets 
equals profit. If a man commences business with so 
many assets and completes a period of trade with a 
greater number of assets, then the difference between 
the two was considered to be a measure of the mer- 
chant’s profit. The net assets basis was, of course, 
necessary to avoid taking as profit assets which had 
been merely borrowed. It will be observed that 
reference is made to numbers of assets, being physical 
quantities without valuation, since it is by valuation 
that the limpid waters of accounting theory became 
muddied. 


Subtle change 


The number of assets with which a merchant com- 
menced business were referred to in the old accounting 
literature as the merchant’s ‘stock’, and the ‘stock’ 
figure was taken by assessing assets less liabilities. This 
figure has since become known as ‘capital’ and a 
subtle change seems to have taken place in the emphasis 
of the balance sheet which the balance sheet, as now 
prepared, will not bear. 

The problem now posed is whether the forefathers 
of accountancy were actually measuring something by 
accounting, or whether they were defining something 
by accountancy. The difference is similar to the 
following: an inspector of a sample of food can define 
the sample which is to be measured demonstratively 
or linguistically without reference to the scales or the 
ruler which are to measure it. For instance, he can 
point to some food or he can say 'the food in the third 
barrel on the right’ etc. This does not involve his 
measuring tools. Once the food has been defined the 
measuring tools are brought into play to measure it. 
The tools themselves are fixed by the Inspectorate of 
Weights and Measures and have no relation to the 
subject-matter to be weighed or measured. 

The same situation does not appear to hold good with 
accountancy. Accountancy appears to be much nearer 
to the language of the inspector than to his measuring 
tools in that the traditional accountancy of the profit 
and loss account and the balance sheet actually define 
which income or concept of income is to be measured. 
The measuring tool is then monetary value which 
brings in the complications. 

The problem of defining income is well brought out 
in an article by Norton M. Bedford (The Accounting 
Review, October 1951). He notes some interesting 
deviations notably the following: 

*(x) Accountants tend to report the income accruing to 
the total stock equity group, but do not consider 
gifts accruing to the total stock group as a part of 
income. 

(2) Accountants imply that the income of the business 
entity is to be reported but tend to report the 
income accruing to the total stock equity group. 

(3) Accountants state that revenue is to be recognized 
at the disposition date of property but revert to the 
cash receipts date under certain circumstances. 
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(4) Accountants advocate at times that expense and loss 
should be recognized at the time revenue is recog- 
nized but are forced to recognize certain losses at 
other times. 

(5) Accountants insist on objective evidence before 
either revenue or expense or loss are to be recognized, 
but, nevertheless, they do use considerable subjective 
evidence.’ 


These anomalies arise from the author’s research 
into the pronouncements of American public account- 
ancy bodies and it will readily be seen that similar 
divergencies arise in Britain and elsewhere. 

From the foregoing it may be observed that account- 
ancy zs practised is not, in fact, measuring something 
which has been defined linguistically but rather that 
the accountant uses accountancy as a language to 
describe or define what he himself considers to be 
income. He then applies monetary values as a measure- 
ment of each individual component of what he con- 
siders to be income. 

The problem which we therefore encounter is 
whether it is desirable to endeavour to define 'income' 
linguistically, and thence to obtain a measure which 
could be verifiable by a body similar to the Inspectorate 
of Weights and Measures to measure it. It may well 
be that such a definition may be necessary in order to 
obtain true comparisons between businesses and 
income figures which are statistically aggregable for 
the purposes of the economy. For this purpose, of 
course, measures like the Eighth Schedule of the 1948 
Companies Act are grossly inadequate since they 
start with the prejudices of some accountants. 

"There is, therefore, a need to define income linguisti- 
cally and such a definition will have to include rules 
for deciding whose income is to be measured. Тће 
latter will provide accountants with correct allocations 
between the profit and loss account and the appropri- 
ation account. Many of the criticisms levelled against 
accountants would then disappear together with many 
of the controversies concerning valuations, price level 
changes, etc. This latter controversy hinges almost 
entirely on a definition of ‘income’. The poor account- 
ant has simply not been told what ‘income’ is and 
therefore he defines it to the best of his ability. It is, 
perhaps, for the economists to give us a definition on 
which they can agree, and they should not start with 
accountancy principles; or alternatively, accountants 


should forget about double-entry and put their minds 


to a reasoned definition of 'income'. 


‘Measurement’ of worth 


The problem here is akin to that of the measurement 
of income. Few accountants need to be reminded that 
the balance sheet is an unsatisfactory document. 
Many of its deficiencies arise from the fact that it is 
linked to the profit and loss account by the indissoluble 
bonds of double entry. As mentioned earlier the early 
accounting theorists defined г man’s assets less his 
liabilities as his ‘stock’. The measure of its increase was 
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the measure of his success. This was an easily compre- 
hended theory when an account was taken at the end 
of a particular venture. Most of the current problems 
arise because that elementary concept has been extended 
to cover a business entity having a theoretically eternal 
life. 

There is also the difficulty that the word ‘stock’ has 
been replaced by the word ‘capital’ and confusion 
stems from the use of that word in that it does not 
mean the same thing to both the economist and the 
accountant. The economist treats capital as the amount 
of resources tied up in the business. То the accountant, 
if he understands the tools of his trade, ‘capital’ is 
merely a balancing figure in the accounts which is 
wholly dependent on the ‘valuation’ he places on the 
assets and liabilities, and the valuation he places on 
those assets and liabilities is one which merely accords 
with his own particular definition of income. 


Problem of LIFO valuation 

A further crop of problems in accounting literature 
arises from a confusion about this. In particular, there 
is the problem of Liro stock valuation. Let us assume 
that LIFO gives a valuable ‘cost of sales’ figure for 
income measurement (the writer is aware that there are 
considerable objections to this and he is not advocating 
LIFO but merely postulating a premise) then most 
people argue that this gives an absurd figure for 
stocks in the balance sheet. However, if the balance 
sheet is not meant to be a valuation statement, then 
why all the fuss? Similar remarks apply to hidden 
reserves and the question of writing up (or down) 
goodwill. 

This is why reference was made in the first para- 
graph to a logical confusion which arises when not 
only laymen but also accountants do try to treat a 
balance sheet as though it measures worth in spite of 
their protests that they do not. Too many accounting 
theorists are like latter-day theologians trying to turn 
the story of the creation into an exposition of Darwin. 
They take a system like the old double-entry system of 
the fifteenth century and claim that it can be made 
applicable to the concepts of 1967 by including such 
odd items as the value of a good staff team, or the 
capitalized value of leased plant in the balance sheet. 

Some accountants even treat 'capital' as though it 
were the economists' capital and attempt to measure 
return on capital based on the balance sheet value. 
Because of such folly we get arguments about whether 
depreciation should be added back to fixed assets or 
not, when surely what should be considered is what 
the business as a whole would realize аз a going concern 
(including goodwill), since such a figure is much more 
readily comparable with similar investments. 

Because of the foregoing it would perhaps be wiser 
to realize that a balance sheet does not balance – ог 
that it is only balanced by an arithmetical balancing 
figure which has no validity of its own, especially 
where historical cost is the basis for the reporting of 
assets and liabilities. In theory, if a valid goodwill 
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figure — itself a balance between the capitalized value 
of the business and its tangible assets—could be 
inserted, the word ‘capital’ might have some meaning 
but as accounts stand at the present it is wholly 
misleading. 

Two solutions seem to be available. One is akin to 
that proposed in respect of ‘income’ measurement, 
namely, that the economists or accountants should 
provide an acceptable definition of ‘worth’ so that we 
can devise a viable means of measuring it. But this 
would be a Herculean task and one likely to fall foul 
of all the criteria of objectivity; though it might make 
a useful addendum to the present forms of reporting 
and here the value of staff could be brought in. The 
second remedy is of a nature described by E. 
Schmalenbach in his book Dynamic Accounting (trans- 
lated from the German by G. W. Murphy and Kenneth 
S. Most).1 

Schmalenbach attempts first to define ‘income’. One 
may or may not agree with it but it is a good attempt. 
He then goes on to define the balance sheet as merely 
a statement of expenditures and revenues in suspense 
being wholly dependent on his measurement of 
income. With such a concept any suitable allocation 
can be made between stocks and cost of sales, between 
fixed assets and depreciation (he even advocates 
adding repairs to fixed assets if the benefit is likely to 
accrue over a number of periods). If such a view is 
taken, then the balance sheet can be presented to 
proprietors and suitably described for what it is, a 
mere appendage to the income statement. We could 
then verify its truth, but its fairness would scarcely 
be relevant. 


Conclusion 

From what has been said above it is clear that income 
measurement and the measurement of worth are not 
necessarily compatible. It would depend on whether 
capital appreciation is defined as income or whether 
goodwill changes are part of the definition of income 
etc. We should perhaps consider abandoning balancing 
statements for reporting purposes if we wish to show 
both income and worth, or we can retain balancing 
statements if we are prepared to forgo the latter. 
Double entry could be retained in the ledgers for its 
valuable checking properties, but does it need to form 
the basis of reporting? 

It is hoped this article shows that accountancy as 
at present constituted is not a measuring rod but a 
language which attempts to describe income. The 
measuring rod is monetary value and we all know the 
problems about that! In philosophy the many problems 
of sense perception were brought about because 
philosophers refused to recognize that they could tell 
the difference between a stuffed owl and a mirage. 
Many of the problems of accounting theory could also 
be dissolved if only we took the trouble to define our 
terms more precisely. 


1 Gee & Co (Publishers) Limited. 
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Accounting Services to Agriculture -- 
Obligations and Opportunities - II 


Presentation of final accounts 


HE accountant and his farming client can choose be- 

tween three refinements in the layout of accounts — which 
choice will be governed by the nature of the farmer's 
approach to management: 


(a) The first is the simplest possible form which gives 
merely the ‘actual’ figures for the year, and the layout 
` of which will be built straight up from the standard 
working papers. А. representative specimen is set out 
at Fig. 4. 
The extent of the utility of this layout is: 


(i) it will enable the farmer to make comparison with 
the standards in the appropriate handbook; and 
(ii) it will act as a firm base for the advisory officer's 
scrutiny of the accounts should one be called in. 
(b) The second layout presumes that the farmer is 
interested, or has been’ persuaded to be interested, in 
his own performance, compared with that of the 
average (or for that matter, above average) perform- 
ance as shown by the relevant farm management 
handbook. In this case a slightly more complicated 
layout is required; but provided the accountant has 
the appropriate handbook and knows the acreage of 
his client's farm, the only additional labour involved 
is purely mathematical i.e. to adjust the figures 
based on the standard acreage to the appropriate 
acreage for that farm. 


(i) А specimen layout is given at Fig. 5 — both the 
standard and actual figures. are purely sup- 
positious. 

(ii) It should be noted that the purely mathematical 
basis of adjustment from the standard of one 
hundred to the actual of ninety acres is not neces- 
sarily the best way of adjusting the standards. 
'This method, and an alternative one, are con- 
‘sidered in some detail in Management Accounting 
for Agriculture at Chapter 9 (see bibliography – 
Appendix 27). 

(c) The third layout assumes that the farmer is not 
interested exclusively in standards, i.e. in the average 
performance of his competitors, but has taken the 
trouble to do a budget; in this case the layout should 
be as in (5), with the substitution of budgeted figures 
for the ‘standard’ columns. 


53. There is little doubt that much the most informative 
of the three methods is the third, for a variety of technical 


'The concluding part of a paper presented at the Oxford Summer 
Course of 'T'he Institute of Chartered Accountants in England and 
Wales on July 15th. 


by S. V. P. CORNWELL, M.C., M.A., F.C.A. 


reasons. The handbook standards are tending to find less 
favour with the Advisory Service, partly because of points 
discussed earlier, partly because of the switch in emphasis 
from maximum output regardless of cost to the more 
commercial yardstick of profitability, and partly because 
a budget tailored to the individual farm is considerably 
more significant than average or above average standards of 
performance as set out in the hardbook. (These considera- 
tions are amplified in paragraph 75.) 


54. There is one other point to be made in the context of 
standard working papers and a standardized profit and loss 
account. The standardized profit and loss account shows a 
distinction between variable and fixed costs. The allocation 
between the two, though it has parallels in certain industries, 
differs from what would be regarded as general practice. It 
should be remembered that this allocation again derives 
from zhe work and opinions of the Advisory Service – and 
to that extent, for analytical work and in relation to the 
gross margins approach, it is part of the data which the 
accountant has to some degree to take for granted. 


Limitations and some comments 


55. There arecertain points, more in the nature of comment 
than exposition, which the practising accountant should 
have in mind in connection with the suggested procedure. 


56. First, it is desirable not to get too starry-eyed about 
the effect of this standardized procedure. There are, in the 
context of farm management practice, definite limitations 
to the utility of this layout, and it is important that these 
should be understood. 

(а) For example, unless either: 

(i) the farmer has separate physical or quantitative 
records or can provide an adequate estimate for 
the figures involved; or 

(ii) the allocation is made in sterling, either on an 
acreage or some similar basis, by the farmer and/or 
accountant at the year-end on the basis discussed 
in paragraph 68, 

the standardized layout does not automatically take 

account of home-grown feeding stuffs fed to livestock. 

Similarly, on a farm where different types of livestock 

constitute the principal enterprises, a total figure for 

feeding stuffs will be of very little significance, yet an 
analysis from purely sterling records will almost 
certainly be beyond the knowledge of the accountant 
and will require either tke support of quantitative 
records maintained by the farmer, or the treatment 
outlined in paragraph 68. 


(5) Secondly, while a standardized analysis procedure is 
1 The Accountant, August 5th, page 175.. 


Size of actual farm (adjusted acreage) 


Nature of farming 
Locality for standards 
Nature of standards 


‘Variable expenditure: 


Feedstuffs 
Fertilizers .. 
Seeds 


Net output 


‘Fixed: | 
Labour .. 
Machinery 
. Rent - 
. Miscellaneous .. 


Farm net income .. 
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FIG. 4 Pro forma 
PROFIT AND LOSS ACCOUNT 
ee EXPENDITURE £ INCOME £ 
Feedstuffs m . Crops — Wheat 
ОЕ аео Sugar beet 
; Seeds etc. . 
: Теа Cattle 
—— Pigs 
Net output (/ per acre) .. Poultry 
Е В etc. 
Milk 
Eggs 
& & 
‘FIXED EXPENDITURE Net output 
"^ Labour .. > | 
^. Machinery 
." Contract or equipment hire 
. Rent БЕ 
. Miscellaneous .. 
Net income. 
£ & 
FIG. 5 Pro forma 
. FARM PROFIT AND LOSS ACCOUNT 
ЖЕ еа (Оља TES 19.......... 
‘Details of farm: | 
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Size of standard farm (adjusted acreage) _ 100 
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i.e. handbook · 
figures 
x9[/roths Actual 
£ £ 
"57 65 
IOI 90 
228 160 
212 170 
27 20 
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still essential where the farmer’s management ap- 
proach is by way of gross margins on individual 
enterprises (as discussed in paragraph 60), it will 
require to be supplemented by slightly more sophisti- 
cated procedures to implement the full gross margins 
approach. 


(c) Thirdly, if the farmer seeks assistance from his 
accountant in preparing his budget, the accountant 
should not be betrayed by enthusiasm into adopting 
the role of an Advisory officer. It is, for example, one 
thing. to. tell. the client what additional fixed costs 
would be incurred by the acquisition of a new piece 
of machinery — which is, of course, entirely within the 
accountant's province ~ іє is quite another to go 
beyond this, and advise the farmer of possible ad- 
ditional enterprises or improved gross margins that 
might arise from the utilization of the new piece of 
machinery. ` $ 


57. Nevertheless, the following positive advantages exist: 


(a) The annual accounts can be used as а tool of manage- 
ment in their own right. 


(b) They will substantially facilitate the work of the 
Advisory Service where the latter are called in. 


(c) The layout of the annual accounts is such that where 
the Farm Business Recording Scheme grant is in 
operation, the information on M.A.1 (whether 
written up by a secretarial service or by a practising 
accountant) can be fed straight into the format. 
Similar remarks apply to the Small Farm (Business 
Management) Scheme. 


(4) The analysis both of income and expenditure sug- 
gested in the standardized procedure is in fact no 
more expensive or time consuming than analysis 
which is not specifically orientated but is governed 
purely by the accountant’s personal predilections or 
customs, 


58. Perhaps the most important comment of all is that if 
_ the accounts are to be useful as a tool of management, speed 
in production is of the essence. If, at the very least, reliable 
draft accounts are not available within ten to twelve weeks 
of the end of the accounting year, it will probably be too 
late for the farmer to do any rebudgeting or replanning for 
the ensuing year. 


59. Finally, undue alarm should not be caused by the 
insistence in the preceding paragraphs upon interviews 
between the accountant and the farmer at the beginning of 
the year. Once the system outlined has been established and 
the ‘drill’ is familiar to both parties, the time involved is 
very small unless the farmer has undertaken a substantial 
rebudgeting operation. It is again a matter of experience, 
that time spent either with the farmer, or with the farmer 
and the Advisory Service, will probably pay for itself by 
the saving of subsequent correspondence. 


Gross margins analysis approach 


бо. In terms of the annual accounts, it remains to consider 
the gross margins analysis approach. There is little doubt 
that this has the biggest development potential of the 
various techniques of agricultural management mentioned 


ACCOUNTANT 


201 


in this paper; and is almost certainly the area where, if 
anywhere, accounting services to agriculture will merge 
into management accounting services. It is accordingly 
separately treated in this paper, partly because it represents 
a technique of management more advanced than the 
utilization of standards only, and partly because it cannot be 
operated wholly on the basis of accounts analysed by the 
accountant only, i.e. analysed according to the standard 
procedures that have already been discussed; the co- 
operation of the farmer in at least some of the accounting 
analysis is essential to the gross margins approach. 


61. Instead of analysing the accounts in order to provide a 
basis of comparison either with a budget of the whole of the 
farm, cr with standards of performance on comparable 
farms, the gross margin approach is to treat the farm as a, 
group of individual productive enterprises, supported by 
and centred on ‘the general farm’, which latter provides 
common services for the individual enterprises, and manage- 
ment co-ordination. And if combined with proper budget- 
ing, it probably represents the ideal approach to farm 
management. ` 


62. In particular, its great merit is that it provides a firm 
starting point for any degree of partial rebudgeting which 
the farmer may contemplate from year to year. 


63. The gross margins method obviously involves analy- 
sis of izcome by reference to each individual enterprise — to 
which extent it is similar to the standardized procedures 
already discussed – but on the expenditure side, the basic 
division of cost is between: 


(a) those that can be allocated to any individual enter- 
prise; and 


С (B) those ‘fixed’ or overhead costs which relate to the 
farm as a whole. 2 


. 64. It makes the assumption that all costs allocated to the 
individaal enterprise are 'direct variable costs, and all 
costs which are allocated to the farm as a whole are ‘fixed 
overhead' costs. 


65. The more usual terminology in other industries would 
be to regard the direct costs as ‘specific’, and fixed costs as 
those which are common to all the enterprises. 'T'he formal 
category of variable overheads, as understood by some other 
industries, is not utilized in the gross margin approach. 


66. Ап illustration (by no means exhaustive) of the 
division of costs is as follows: 


Variable costs Fixed costs 
For crops For livestock 
Seed Stock purchases Regular labour 
Fertilizer Concentrates Machinery costs 
Casual labour Rent 
Contract services 
Sprays etc. 


The gross margins for each enterprise are arrived at by 
charging variable costs against relevant output, and in this 
sense can be regarded as comparable to gross profit in other 
industries. 


67.. From the accountant's point of view, there are two 
basic problems in this connection.. IS 
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` (а) The first is that forage consuming livestock must 
cover the variable costs of the forage crops which they 
consume as well as their own direct costs. In the 
ordinary case the sources of this information will be 
twofold: 


(i) for purchased feeding stuffs, either direct from the 
analysis of purchases or from an analysis of ‘issues’ 
appropriately priced out — together with; 


(ii) multiplving out the acreage grazed at an appro- 
priate sterling value. There is an illustration of 
this procedure at paragraph 72 (2). 

In principle, such livestock can then be regarded as 
the output of the forage acreage concerned (and again’ 
in principle, the value of such output, if expressed on 
an acreage basis, is comparable to the output of the 
cash crop acreage). 


(6) The second problem arises where there is mixed 
grazing livestock, i.e. where the forage available on the 
farm is used by more than one livestock enterprise 
during any one year. 


68. Two main methods are adopted to meet this latter 
problem. Either the forage costs are allocated between the 
grazing livestock enterprises bv reference to the number of 
‘livestock units’ (picked up from the relevant handbook 
or from the technical data on form M.A.r), represented by 
each individual enterprise; alternatively, the gross margin 
from all the grazing livestock is related to the total acreage 
of forage, and the gross margin is then expressed as so 
many pounds per acre from the combined livestock enter- 
prises. 


69. 'The underlying theory of this latter method is that it 
is only when there is a possibility of inter-change between 
the types of grazing livestock that there is any point in 
splitting costs and returns. (For those interested in the 
technicalities, this problem is treated in the Ministry of 
Agriculture’s publication The Farm as a Business, ‘Introduc- 
tion to Management’ (1), pages 18 to 19 et seq.) 


то. The accountant’s concern in regard to paragraph 
67 (a) (i) in terms of sterling figures is, first, that there will 
usually be invoices for costs that are common to more than 
one enterprise, which the accountant is unable to analyse 
without the assistance of the farmer; and secondly, in this 
type of farm, there tends to be a material time lag between 
‘purchase’, and ‘issue’ to the relevant enterprise. 


71. If, therefore, the farmer's approach to management is 
that of the gross margin school, the accounting result is 
unlikely to be satisfactory unless, either: 


(a) the farmer is capable of keeping adequately the neces- 

' sary records, part of which at least are likely to be 
quantitative; or | 

(b) the farmer is operating either the Small Farm 


(Business Management) Scheme or the Farm Business 


Recording Scheme. 


72. Fig. 6 is a Ciagram illustrating the allocation of costs 
and output with the resultant gross margins, and there 
follow three examples of gross margin calculations (герго- 
duced from the pamphlet The Farm as a Business, section 1). 
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Output less 
variable costs 
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GRAZING 
LIVESTOCK 
Output less direct 
variable costs, and 
variable costs of 
forage crops 











GROSS GROSS GROSS 
MARGIN MARGIN MARGIN 
FIXED COSTS 
| 
NET FARM INCOME 

Example x Cash Crop 
IO acres sugar beet 
Variable costs: + Output: 
Seed 14 ‘14 tons beet per acre 
Fertilizers 106 at £6 ros per ton ого 
' Casual labour sing- 
ling at {10 per 
acre тоо 
Sprays 15 
‘Transport 45 
Sub-total 280 
_Gross margin 630 or £63 per acre 
£910 £910 
Example 2 і 
Grazing Livestock and Forage Crops 
30 dairy cows and followers 
Direct variable 
costs: + Output: £ 
Л. 40 Milk Та .. 3,900 
Сопсеп- Cull sales, calves 
trates .. 1,600 etc. .. 600 
Sundries 360 
—— 2,000 
Variable costs 
of forage: 
то acres 
leysat £5 350 
5 acres roots 
at то 50 
—— 400 
Sub-total 2,400 
Gross margin 2,100 or £28 per acre or £70 
- per cow and followers 
£4,500 £4,500 
Example’ Non-grazing Livestock 
200 laying hens 
Variable costs: + Output: £ 
Value at point of Egg sales 600 
lay 180 Cull sales 60 
Feed 350 
Sundries то 
Sub-total 540 
Gross margin 120 or 125 per bird 
£660 £660 
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HOUSE REPAIRS . REDECORATING ENTERTAINMENT 


BUILDING A GARAGE MEDICAL OR DENTAL EXPENSE SPORTS EQUIPMENT 
HOBBIES. BUILDING. А SWIMMING-POOL HOLIDAYS 
OR TENNIS COURT SCHOOL FEES 


HOME IMPROVEMENTS і : 
GARDEN LANDSCAPING 


These varied projects all have one thing in common; carrying them out requires finance. 
If you need help talk to us at Lombard Banking. Find out about our Bank Loans 
. for amounts between £100-£500. Loans are strictly confidential, are repayable montbly 
_ over an agreed period, and interest charges qualify for income tax relief. 
For full details write to or call at your nearest Lombard Banking branch or 
` write to the Manager, Personal Loans Department (AT). 


LOMBARD BANKING 


Я LIMITED 
Head Office: P.O. Box 1.EU, LOMBARD HOUSE, CURZON STREET, LONDON, W.1. GROsvenor 4111 (30 lines) 
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Adecision has beentaken: 
its ап NCR computer 


You'll be impressed by the trouble NCR takes to establish 
your requirements . .. and by the practical ways in which 
these requirements can be met. And when you finally 
choose NCR you'll know that you're in good company. 


A lot of discussion and many searching questions 
are needed to decide which computer suitsa 
company best. The wide range of NCR systems— 
and the unrivalled services behind them— 

explain why the choice is so often NCR. 


Comprehensive technical services, advanced software, 
expert help in site planning. staff selection and training 
and other matters . . . all backed by the resources of a 
world-wide organisation whose computer developments 
are based on unrivalled experience of business data 
processing. It is these factors, as much as the capabilities 
of the hardware, that enable NCR to meet so many 

data processing needs so successfully. 

Talk to NCR before you make your computer decision. 


Decision Makers. These are just a few of the leading 
organisations that have already chosen NCR computers: 
A.E.C. Ltd - Associated British Picture Corporation · 
Hertfordshire County Council - Horlicks Ltd - 

S. C. Johnson & Son Ltd - Leicester Permanent Building 
Society - Littlewoods Ltd - Lockheed Hydraulic Brake 
Co. Ltd - Martins Bank - Mercantile Credit Company Ltd - 
Midland Bank . Procter & Gamble Ltd - Spillers Ltd - 
Sun Life Assurance Company of Canada · 
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Decimalisation and NCR. NCR is planning ahead for every 
aspect of business data processing, and new developments 
include the revolutionary NCR Point Range of machines for 
instant conversion to decimal operation. Advanced cash 
registers, accounting and adding machines, input preparation 
equipment, British computers made by Elliott-Automation— 
all these are part of NCR’s total systems. Plan ahead with 
NCR—and start that planning now. 





THE NATIONAL CASH REGISTER GOMPANY LTD 206 Marylebons Road London Те 


| 





: 01-723 7070 
NCR76P 
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Until the advent of the MINIPUTER invoicing machine, megalomania had never been considered an 
occupational hazard among copy typists, but consider the facts ... a single teenage typist, after an hour 
or two’s practice, can sit down at her MINIPUTER desk unit and take on the work of a whole invoicing 
department. Is it surprising that she feels an exceptional being? 

The Remington MINIPUTER Unit cuts down the normal 25 steps of a typical invoicing operation to 3— 
with a single copy typist operating. The MINIPUTER built-in computer does all the necessary mathe- 
matical calculations automatically at 166 per second—Decimalization is a simple matter too! 







If your secretary f д 
will be kind enough eel 

to complete the Lam 
coupon we will 

send you a 


comprehensive 
and informative 
. brochure on this 
remarkable 
miniature , 
computer. 





PESE? VP 
DIVISION SPERRY RAND LIMITED 
Ramington House, 65 Holborn Viaduct, London, EC1 Telephone 01-236 1010 


August 12th, 1967 


73. One further point should be borne in mind by the 
practising accountant while doing the planning with his 
client for the accounting procedure for a gross margins 


approach. It is the matter of expense. Whereas an analysis . 


on the lines of the handbook pro forma is neither more 
costly nor more troublesome than preparing accounts to 
no specific design and purely for submission to the Revenue, 
the degree of analysis, particularly of costs, necessary to 
implement the gross margins approach і somewhat more 
demanding in terms of time, and more expensive, than 
would be involved in prepating accounts purely for sub- 
mission to the Revenue. 


Some considerations on management account- 
ing developments 


74. Hitherto the central topic has been the problems as- 


sociated with the production of annual accounts, and the 
extent to which they can be utilized as a tool of management. 
It is perhaps worth examining whether any other develop- 
ments in management accounting can be looked for. 


- 75. The most informative approach is probably to trace 
the developments in the thinking and practice of the 
Advisory Service that are discernible in this matter: 


(a) Ten to fifteen years ago, ‘standards’ or the analytical 
approach, were the predominant consideration. It was 
hoped that these would provide something equivalent 
to standard costs in the practice of other industries. 


This hope has not been realized, partly because the 
standards themselves have been insufficiently sensitive 
for the requirements of individual farms, and partly 
because the variances from standard on the income 
side could conceal more than one factor. 


(6) Efforts were then directed to a consideration of the 
various factors in the variances from standard; in 
particular, a distinction was drawn between the 
concepts of ‘yield’ and ‘system’, і.е. a departure from 
the standard could be explained either because the 
output of the crop or livestock concerned fell short 
of what was expected, or because the system, i.e. the 
combination and size of enterprises on the farm, was 
inadequate. These led to the development of overall 
yield and system indices to measure the performance 
of the farm. 


(c) The next development took the form of an interest in 
budgeting, with special reference to control. 


76. Ап arbitrary, but not unjust, summary of the present 
state of mind of the Advisory Service is as follows: 


(a) There is apparent in the Agricultural Advisory Ser- 
vice, perceptible dissatisfaction with the ‘old’ tech- 
nique of analysis and analysis only — and a perceptible 
groping towards the exercise of budgetary control as 
it is available for other industries. This groping has 
not proceeded far beyond a recognition of some cf the 
difficulties involved in its application to agriculture: 
but is a tendency to be encouraged, the progress of 
which will be materially dependent ина the support 
of practising accountants. 


(6) There can also be sensed considerable dissatisfaction 
in the Advisory Service with their ‘follow-up’ pro- 
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cedure. It is a fairly general complaint among advisory 
officers that means to measure their success, in the 
sense of actually being able to assess improvements in 
farm profitability occurring after their advice has 
been given, are inadequate. This dissatisfaction is 
urdoubtedly associated with the fact that the farm 
management handbook ‘standards’ have been of little 
or no help in the ‘follow-up’ procedure. 


On the other hand, the provision of budget columns 
in the annual accounts should be of great assistance in 
the Advisory Service ‘follow-up’. 


77. The point which practising accountants should par- 
ticularly take is the recent emphasis that the Advisory 
Service are placing on the use of budgetary techniques as a 
means of control. ‘This is particularly emphasized in what is 
probably the best work available on the topic – Budgetary 
Control as an Aid to Farm Management (by A. К. Giles — see 
bibliography, Appendix 22). 


78. It is fairly clear both from the publications already 
cited and from certain experiments that have been made, 
results of which have not yet been published, that any 
development of management accounting in agriculture 
must accept the following limitations: 


(a) The seasonal aspect of receipts, which is present on 
most farms, means that the twelve-month period is 
the minimum useful accounting period as far as 
income is concerned: in more technical terms, the 
fact that, apart from the ‘factory ‘enterprises’, the 
production cycle on the ordinary farm is an annual 
one. 


(6) There is little or no advantage in budgeting for any 
period less than a year for certain fixed costs — in 
particular for rent, rates, labour or machinery depre- 
ciation. 

(c) The preparation of quarterly budgets for other costs, 
principally variable — seeds, fertilizers, feeding stuffs, 
repairs — is unlikely to be significant in the first year. 
Provided, however, that there is no substantial change 
in the farm plan, the first year will provide a pattern of 
variation of actual from budget which will be sig- 
nificant in the second and subsequent years. 


79. It seems then that the scope for development of 
management accounting by the practising accountant almost 
certainly lies in the following areas: 

(a) the development of budgets as a control medium in 

conjunction with gross margins; 

(b) the development of quarterly control of variable costs, 
particularly in the context of the ‘pattern’ of such 
expenditure on individual farms. 

80. What can perhaps be hoped for is that as the Farm 
Business Recording Scheme gets under way, from the 
second year onwards this type of pattern may emerge for the 
various categories of cost. 


Opportunities for the profession 


81. One may now consider whether there are any oppor- 
tunities in agricultural accounting that the profession should 
be seeking to grasp. 


82. It is appropriate to start this section by grasping a 


2 The Accountant, August sth, page 175 
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nettle which has encouraged a certain asperity in the 
relationship between the profession and agriculture over 
the last twenty years. It has to be accepted by the profession 
that: 


(а) the Ministry of Agriculture does not regard the 
average farm accounts produced by practising ac- 
countants 25 being all that they would desire; and 


(6) the Agricultural Advisory Service in its field work does 
not get the assistance from the average farm accounts 
that it would wish to have. 


Whenever these propositions are ventilated in public 
the reaction from the profession usually takes the following 
forms: ; 


(i) that it is unjustified criticism; 


(ii) that the farmers get what they are willing to pay for; 
and 


(iii) that farmers are anyway unwilling or unable to use 
their annual accounts as a management tool. 


83. These justifications are quite as valid as the com- 
ments to which they are a replv; but the position is unlikely 
to be improved substantially until the profession realizes 
that the attitude of the Ministry and the Advisory Service 
is not purely critical – it stems from a genuine desire to 
improve the managerial standards of the average farmer 
and to provide him with an additional management tool 
in the form of significant annual accounts; and on the 
Ministry and Advisory Service side there will have to be 
realization that the farmer needs educating in the utilization 
of accounting services quite as much as the professional 
accountant’s standards of assistance need improving; and 
that if farmers are to be provided with accounts that can be 
used as a management tool, they will have to pay the 
accountants an economic fee. 


84. There is significant evidence that the Ministry and 
Advisory Services are well aware of these truths, and that 
in particular the Farm Business Recording Scheme and the 
Small Farm (Business Management) Scheme will make 
positive contributions in this direction. 


85. It is pertinent to make the point that the whole 
emphasis of the Ministry of Agriculture’s policy is (and for 
the last few years, has been) to switch from the conception 
that was a war-time legacy, of cutput at any cost, to stressing 
the importance of economic viability of the farming units. 
This policy is expressed in a variety of forms, e.g. pressure 
exercised through the annual farm review, and the en- 
couragement of the concentration of farms into larger units, 
and the series of Ministry handbooks under the general 
heading The Farm as a Business. The profession should 
accept, and should recognize as an opportunity, the fact 
that the Ministry regards accounting services as an essential 
element in the- successful execution of this policy of 
emphasizing profitability as the prime consideration. 


86. The other principal field of opportunity would appear 
to be in the Farm Business Recording Scheme and Small 
Farm (Business Management) Scheme. Unfortunately, 
from the profession’s point of view, neither of these schemes 
can be satisfactorily operated unless there is regular 
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attendance at fairly fixed intervals by the accountant’s 
staff at the farm concerned. Such evidence as there is to 
date seems to show that less of this periodic recording has 
been undertaken by the profession than had originally been 
hoped when the schemes were initiated. This problem is so 
much a matter of organization within the individual practis- 
ing accountant’s office that generalization is probably 
unhelpful – but for those offices which can be geared to 
meet this demand for periodic attendance, there would 
appear to be a considerable opportunity. 


87. On a more challenging note, reproduced below is an 
extract from The Farmer and Stockbreeder of February 28th, 
1967: 

; A New FARM Business ACCOUNTANCY SCHEME 


‘Details of a proposed new farm accountancy service, 
offering budget control and budget forecasting for each 
enterprise on the farm, were announced at the annual 
meeting of Lincs Quality Bacon Producers Association 
Ltd last Thursday. 

"The offer of this service, to be known as ABAS (Agri- 
cultural Budgeting and Accountancy Service), has come 
about on the initiative of the Lincs Quality Bacon Pro- 
ducers Association Ltd. A subcommittee was left to 
investigate and initiate a scheme which would go beyond 
accountancy and gross margin analysis and would make 
available to farmers the more sophisticated industrial 
“tools” of budget control and forecasting. 

‘The subcommittee, working with a consultant in 
machine accounting, produced a scheme to offer inter alia: 
(a) monthly and cumulative income and expenditure 

accounts; 


(b) budget forecasting of farm income and expenditure; 


(c) income and expenditure accounts and budget forecasts 
for separate enterprises. 


‘The scheme apparently needs one hundred farmers to 
make it viable and the object was defined as follows: 
“What we are looking for is real cost and budget 
control as is used in industry. If industry can do it, we 
can; our problems are not that much different and 
instead of coming home to ‘slog’ at figures, the farmer 
can come home to use them." ' 


88. Finally, it will usually be found that applications for 
bank accommodation are more sympathetically received 
when they are supported by a farm plan drawn up in соп- 
junction with the Advisory Service, or with a properly 
designed budget drawn up by the farmer himself — perhaps 
in conjunction with his accountant. Capital budgeting is 
probably a refinement that is unnecessary for the ordinary 
farm — but a revenue budget is a talisman with most bank 
managers. 


Conclusion 


89. Most, if not all, of the ground covered in this paper will! 
already be familiar territory to many practising accountants 
with agricultural interests. To the extent that this is true, I 
make my apologies to them; to the extent, however, that 
there are others to whom the matter is less familiar and to 
whom their agricultural connection is significant, it is hoped 
that this paper will offer a few useful signposts. 


(Concluded.) 


ТНЕ 
August 12th, 1967 


MANAGEMENT INFORMATION 


Vaiue Analysis 


A New Factor in Profit 
Improvement 


MANAGEMENT technique which emerged in the 
F\General Electric Company, U.S.A., in 1947, is now 
being purposefully used in many United Kingdom and con- 
tinental firms. The technique is spreading mainly via U.K. 
subsidiaries of U.S. firms and it is also being rapidly intro- 
duced by certain management consultants. 

'The technique owes much of its success to its planned 
analytical approach and its unique place in management 
structure. Characteristically The Reader's Digest for 
January 1964. referred to value analysis, as the technique 
‘is termed, as the ‘Biggest thing since mass production’. 
Certainly G.E.C. (О.5.А.) have achieved savings in the order 
‘of £100 million. It has enabled them to compete effectively 
‘against competition from Japan – they are even able to sell 
U.S. made transistor radios in Japan! 

It is worth while mentioning how the technique origin- 
ated. Harry L. Erlicher noted that due to wartime pressures 
his company was being forced to use substitutes in many of 
its products, but nevertheless the products still retained the 
same performance and reliability. Realizing that with the 
return of peace, buyers and designers would naturally 
revert back to the original pre-war specifications, he com- 
missioned a team to investigate how *necessity had become 
the mother of invention." Quick to realize its importance, 
Mr Robert 8. McNamara, U.S. Secretary of Defense, set 
up a department of value analysis within the U.S. Depart- 
ment of Defense — saving £50 million a year for the U.S. 
taxpayer. 

The British Productivity Council has published a booklet, 
Sixteen Case Studies in Value Analysis, which quotes 
Dunlop Footwear Ltd as having saved 174 per cent in the 
cost of manufacture of a popular line of women’s shoes. 

The underlying principles of value analysis are not new. 
It is a marshalling of several established ideas and systems to 
inculcate cost-consciousness in a product, system, or service. 
Let us consider the cost of a product, represented graphi- 
cally. Assuming that the product is necessary, there must be 
a basic cost attributed to it to perform its function. However, 
in reality, the manufacturing cost is always much greater, 
and this cost is constantly being reduced and reappraised by 
management services departments using recognized tech- 
niques, e.g. production control, quality control, work 


1 Techniques of Value Analysis and Engineering, by L. D. Miles 
(McGraw-Hill). 
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measurement, method study, etc. Let this situation be 
represented by Fig. т. 


Fig. 1. 








Cost of product 


MANAGEMENT 
BASIC COST ZONE SERVICES ZONE 


Value analysis (V.A.) is now tackling the basic cost zone by 
examining the real function of a product and not its appar- 
ent furction. Hence the graphic picture is now shown in 
Fig. 2. This represents the potential for cost reduction by 
V.A. and conventional techniques. 














Fig. 2. 
<= Cost of product - 
BASIC COST У.А. МАМАСЕМЕМТ 
ZONE ZONE SERVICES ZONE 


Hence a management using recognized management 
services techniques plus the new dimension of V.A. will 
result in producing a product whose costs are represented in 


Fig. 3. 
<— Cost of product 
BASIC COST | У.А. | MANAGEMENT 
ZONE ZONE| SERVICES ZONE 





Тће diagrams are representative only but Bill Gage, a 
British V.A. consultant, says his experience shows savings 
averaging 20 per cent. This is even after method study.? 
У.А. is spearheaded towards simplifying the function of a 
product. However, when it comes to establishing the cost 
or value of a product, what constitutes its value must be 
examined. Four kinds of value have been established: 


Cost value. The sum of labour, material and capital 
employed to produce it. 

Use value. The properties and qualities which accomplish 
the function, work or service. 

Esteem value. The features which make the product or 
service attractive. 

Exchange value. The scrap cost. 


У.А. is concerned with establishing, by a cost-breakdown 
analysis, the ‘cost value’ of each part or component of a 
product and then seeking alternatives; the alternatives are 
then costed as ‘use value’. For example: a car petrol gauge 
costs 75 and its function is to show petrol levels. What else 
can show petrol levels? А dip-stick costing 62. Hence 6d 
is the ‘use value’. Value is now regarded as the lowest 
figure at which a function, system or service can reliably be 
achieved. This value then becomes management's objective 
in seeking cost reduction. 

Use value is often most difficult to describe or determine 
but it does indicate the ‘gap’ available for cost reduction, 
‘Exchange value’ is not considered; and ‘esteem value’ is 
not considered until well through a V.A. programme. 

Why should V.A. exist at all? Surely the designer should 
be up to the mark in the all-important job of designing a 
product? Surely method study has been employed to pro- 
duce at minimum cost? 

These questions are best answered by stating that at 
least some of the top British manufacturing companies are 
employing V.A. teams. One finds that unnecessary cost 
exists, because despite well-meaning aims in conception and 
manufacture there still exists: 


2 Value Analysis, by W. L. Gage (McGraw-Hill). 
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(а) a lack of essential information: one person cannot 


know everything; 

(8) poor utilization of ideas: creative thinking is not fully 
used; 

(c) honest though wrong beliefs: e.g. ‘Plastics are too 
brittle’; 

(d) pressures due to lack of time: a common management 
situation; 


(e) resentment to innovation: everybody resists change; 

(f) decisions based on habit: e.g., ‘I always specify stain- 

less steel’. 

All the above features contribute to unnecessary com- 
plexity of design, lack of standardization, excessive quality 
or tolerance, and design features which prohibit the use of 
more economic processes. V.A. overcomes these defects by 
using the fundamentals of psychology. 

The essence of У.А. is the team approach; it also 
recognizes the difference between ‘efficiency’ and ‘effective- 
ness’. For example, in transistor soldering a ‘heat sink’ is 
required to protect the transistor from excessive heat. In 
one company these were specially designed for the job and 
produced for 5s—and very efficient they were. However, 
after the V.A. team applied their analysis and evaluation, it 
was decided that a hair-grip costing 2d would do the job – 
and very effectively too! 

Value analysis occupies a unique position in management 
structure because a team (say five people) is used, bene- 
fiting from cross fertilization and a balance of skills. The 
team members are drawn usually from manufacturing, 
engineering, purchasing, cost accounting and marketing. 
The team will work to an established plan going through 
the following phases: 

Information. The collection of relevant data and getting 
the cost breakdown to establish the cost value, and also 
the function. 

Speculation. Getting as many as possible (must be more 
than ten) alternatives. This is achieved using brain- 
storming methods and creative thinking. All ideas, no 
matter how ridiculous, are encouraged and recorded. 

Evaluation. Each idea is priced and its good points 
established before looking at its disadvantages. The 
lowest price 15 the use value and this price becomes the 

оа]. ' 

Pius: The top three or four ideas are followed up in 
detail апа their consequences fully considered. 
‘Esteem value’ is considered at this stage. 

Execution. The final choice is made and preparation for 
its presentation considered. Resistance to change is 
anticipated. 

Communication to management. Communication is the 
key to selling the new idea: management must be 
modulated with the new idea. 

Such then is the task of the V.A. team. Reduced costs are 
contributing much to maintaining or increasing profit 
margins. General Motors, through V.A., are using plastic 
hinges in certain car models, and are considering using 
nylon car bumpers (coloured to keep esteem features). 

Value analysis is not really new; it is the approach to 
what is achieved that is new. The people who made a 
cartridge case of cardboard instead of conventional brass 
in the First World War achieved V.A. Value analysis has 
several names such as value engineering, value adminis- 
tration, value buying, value control, value assurance ~ but 
the principles are the same. This article refers to products; 
but the technique is equally applicable to products, 
systems and services. 


ACCOUNTANT 


August 12th, 1967 


The importance of У.А. in marketing has recently been 
noted, and consultants are successfully applying the 
techniques to management structure. Certainly the horizon 
is very bright for value analysis, which perhaps should be 
retitled ‘planned analysis in depth’. 


Taxation 
Case 


A full report of the case summarized in this column 
will be published, with Notes on the Judgment, in 
the ‘Annotated Tax Cases’ 





Minister of Labour v. 

Genner Iron & Steel Co. (Wollescote) Ltd 
Minister of Labour v. Dyas & Fowle Ltd 
In the High Court of Justice (Queen’s Bench Division) 
July 13th, 1967 

(Before THe Lorp CHIEF Justice (Lord PARKER OF 


WADDINGTON), Mr Justice WipcEry and 
Mr Justice WALLER) 


Selective employment tax – Activity of cutting own metal 
sheets to satisfy orders from customers — Various shapes 
ordered — Close shearing — Impracticable that customers should 
do same work — Minimum list headings — Whether entitlement 
conditions satisfied - Which minimum list heading appropriate 
- Time for notice of appeal - Selective Employment Payments 
Act 1966, section І (2) – Rules of Supreme Court, Order 55, 
Rule 4 — Industrial Tribunals (Selective Employment) Pay- 
ments) Regulations, 1966 (No. 1231), Schedule, paragraph 
8 (2)- Standard Industrial Classification (1963), Orders 


“ПІ to XVI, XX. 


The business of each of the respondent companies 
consisted of buying large steel sheets, which they cut by 
guillotine machinery into strips and rectangles as required 
by customers such as makers of electric radiators and dish- 
washing machines. А substantial stock of steel sheets was 
maintained, and the sheets were cut into very close accord 
with the customers' specifications. If the customers were 
to cut the metal sheets themselves, there would be tre- 
mendous wastage in the form of off-cuts. 

The two cases were heard by different industrial tribunals 
who in each case decided in favour of the company on the 
ground that the activity was general sheet metal working. 
In the High Court it was agreed that the companies 
complied with section т (2) of the Selective Employment 
Payments Act 1966, and the question at issue was whether 
the companies were within Order XX of the Standard 
Industrial Classification, and were in particular under 
Minimum List Heading 832-1, or whether they were 
under Minimum List Heading 499-2, as the tribunal 
decided in the first case, or under heading 399-7, as was 
decided by the tribunal in the second case. 

Held: each company's activities fell under heading 
399-7, ‘General sheet metal working in base metals, . . .* 


нач з 4 ACC 
























































~ MN омео (ос 
м e ~ сз = 
gu Б БЕШЕ Е БЕКЕШ) ОГ 
aT је з“ ега см [e 
| 3:89 Е Е ё а a 
а ов 
s. Ў ЯЕ ЗЕ [23 ТЕ) 5555 2| agi 
І Bg вана ЫЗ 52 |2514] 8558 
- R ёч |<< | < т] 4 
ce an IUE 
ELE] 
к 
С 2 
2 
оттегсе 6 
9 x 
4 3 
ГА ЈЕ 
б a 
4 Ка 
а 5 
4 3 
E = 5 
г 4 | 
= & v 
& 5 3 8 
Butterworths а 5 E 8 E. 
HE latest a < 8 * а р Е 
ccounts о К 3 £ © 5 
шеше f Butterworth & Co (Publishers) 62,2 ii? L шт 
received with a note drawing Md publishers, were 9 БЕ T $t 3 Е $ i 25 
Я 10 : 8 = a 5 5 оз 
of the consolidated profit and loss ШЫ to ‘the presentation 5 Хов $$ P з ў. $ шз 
dividends have been shown’. In turn өш and the way the ЕРЕ S0 В. % of g ы 
- : * "5 5 E - o : 
column's readers is drawn to these , the attention of this ы ші < Вее 55 $ ёд 
However, anoth points. F 90553 БЕРЗЕ 'y See E O oa 
th г, er aspect — the chairman’s o 5585 y 555 5 468 5 us. 
e valuation ‘of stock includi уз comment on о wise КЗ 5 2588 а Este 
worthy of closer attenti oui hi ing work in progress — is МА EEFE ges $ б = 8 5 БЕРД 
А . Іп his sta ш Eu 26582 5“ Е BES 
the chairman, Mr В. Millett, в.А ан to shareholders, Б 5255 23 З ч Ф ERR 
and work in progress have been ine yes s that stocks z £ х4 2 Eds 
: ont 
pb realizable value, and adds that he m of а ~ а 2 
{оо is necessary to mention бе bes Би fre ба ° 
га able balance sheet of 
, of an | 
indicates stocks valued on bases “which other publisher | 9 
ко oy are considered | § 
aturally Mr Millett – 2M a ge о 8g 2]8 | 8 3S 
{емши NE | um ү incidentally heads a board Е а d 531 E | йк | 8|8 518 
and Mr Ё W.S Emory ко Е.С.А., А.С.№.А., ATLI, ô БЕАТА Я 58 [SIR 55 
the ‘ Vn , F.C.A. — cannot say whe = 
appropriate bases’ are more or ie ence araor ig ы аге ~ 
appropriate than Butterworths. Still conservative or | 5 gis е 8 213 118 m 
di de quoad не sud T Tha е SHARIR FIR IR JE 
А E M a 
a very fair admission. are consistent’. That is 3 Е 
"PT 5 9 o о 
Realistic valuation S Ы EH | = 
The value of B a = : 
utterworth erou a с o 
1 sto оо: 
3 үзө of 4 per cent on the ph da 5949145 shows | E з E $ з E И 
eir 1 MES 1 - a EET 
b eves this to be a realistic valuation aft à ай 5 = 9 $ 
ut unstated, stock write off, although not Don substantial | 3 | CES x 
опе и ot such a М = 
as the year before. In 1963 stocks substantial | = 2 < 5 5 
С and їп 1962 and 1964 at аго do: valued at | Ш 9 $ з 5 £ 
e 1966 ratio of stoc und £900,000. "ES Be $ 
-ап improvement ion denm turnover was 26 per cent 5 45 s % 5 5 
i ет ce ~“ bs] а. = 
chairman goes on to бо егу: eph nt of 1965. The | а аг а 2 коа 
proper valuation (I do WW ах е importance of a| Э за 5 8 б 355 
any other publisher is i urse suggest that that of 2 ДЕ 2 © ў О зе эш ў 
it is appreciated that improper) needs no emphasis when | О zo Ф $9 50. се z= Ss 
cent would have sh an increase in value of only то per | У so g > Ф ші ge Е 25 
саноо shown Butterworth Group profit РГ ш ка Ж 23 т a 5 4 525 
їй 2062 ,000, even after a larger stock write-off Hen I 2 а Ы 5 $ ў <3 55 8 2 à 
^ — a - 
In further c Б ^ш c Sz 3 22 з З а Ё 
* omment о а а du 79 о a> 5 k $8 
his statement, Mr Millett the Butterworth balance sheet in o B5 Ба t 2 БОЈЕ = vi ше 
of 1 : says that a rise in х 395 а z 5 с БЕ ges BYE 
o per cent to {1-5 million is А group debtors | 8” 20 g 3 е kg #53 ЕЗ 
factory’ taking into account іп “А not unsatis- | М ОТ ЕЕ = e 2 r£ us 8 4 О x 
Du r | ја = 25 m 
money conditions. eased sales and tight | E 25 ёх БЗ З Bg nde = 
208 ® * < £^ З ы Ф 
m ou mmt X z = 
£ 
= 








ТНЕ 
208 


The ratio of debtors to sales in the parent company’s 
accounts, where the rise was proportionately greater than 
the rise in sales, :s not so satisfactory ‘and steps have been 
taken to correct this’. No large improvement in the position 
is expected, however, until operations are mechanized to 
a much greater extent than they are now. 

But since, ‘as only too many people have found’, the 
consequences of advanced mechanization without adequate 
preparation can be disastrous, Butterworths ‘are proceeding 
cautiously’. 


Pungent comments 


Mr Millett’s comments on the new Companies Act, capital 
gains tax and other matters of the day are, as readers may 
have seen in the daily Press, individualistic, biting and 
decidedly readable. 

At one point — on the subject of political contributions – 
he asks shareholders to indicate to the company whether 
they are for or against the company making such contri- 
butions. He wonders whether the company has been right 
in adopting a neutral political attitude in the past and he 
leaves shareholders in hardly any doubt as to which way 
the attitude should swing 'although the left has no mono- 
poly of nonsense’. 


BUTTERWORTH & CO (PUBLISHERS) LIMITED 
and Subsidiary Companies 


CONSOLIDATED BALANCE SHEET AT 31st DECEMBER, 1966 


1966 1965 
£ £ 
A CURRENT ASSETS 
Stock 949,145 912,087 
Debtors 2 1,484,784 1,344 011 
Short term deposits A 203,571 20,000 
Bank and cash balances 135,266 171,585 
2,772,766 2,447,683 
B CURRENT LIABILITIES 
Bank overdraft (secured) 32,781 37,194 
Creditors 779,281 693,170 
Taxation 368,328 330,560 
Dividends on ordinary shares: 
Second interim for 1965 (net, paid 4th April, 1966) — 55,078 
Second interim for 1966 (gross, paid 4th April, 1967) 56,250 — 
Proposed final for 1966 (gross) 37,500 — 
1,274,140 1,116,002 
C WORKING CAPITAL (A--8) 1,498,626 1,331,681 
D FIXED ASSETS 330,562 351,667 
E NET ASSETS (C+D) 1,829,188 1,683,348 
represented by: 
F SHARE CAPITAL 
Preference 250,000 250,000 
Ordinary 375,000 375,000 
625,000 625,000 
G RESERVES AND RETAINED PROFITS 1,204,188 1,058,348 
1,829,188 1,683,348 


R. MILLETT ; 
се: DICKSON Y Directors 


The notes on page [209] form part of these account 
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Ten-year record 


Getting back to the original point of the method of showing 
dividend payments, it will be seen that gross figures for 
dividends are set out for both 1966 and 1965 with the gross 
amount deducted from equity earnings. Retentions, 
however, are adjusted by the addition of tax deducted from 
dividends prior to April 6th, 1966. This is a neat method of 
attempting to make comparable, figures that are not 
comparable. But for transitional relief, the withholding tax 
on the ordinary dividend would have been £61,875. 

Various aspects of ten-year records have been referred 
to of late, and it is worth returning to the subject in 
Butterworth’s case. Some of the ratios given by the chair- 
man in his statement could, with advantage, be included in 
the Butterworth ten-year tables. The record should, of 
course, not only include the information that the tables 
provide, but the figures should be equated in terms of 
earnings on sales and on capital employed, and earnings in 
terms of dividend cover. 

In other words, the ten-year record should work out 
for lay shareholders the kind of arithmetic that the invest- 
ment analyst can do for himself. As publishers of the 
Encyclopaedia of Forms and Precedents, Butterworths could 
well be more informative in the make-up of their ten-year 
record — and they wouldn’t be setting any precedents. 





BUTTERWORTH & CO (PUBLISHERS) LIMITED 


BALANCE SHEET AT 3ist DECEMBER, 1966 


1966 1965 
Е £ 
A CURRENT ASSETS 
Stozk 680,442 672,975 
Debtors 903,898 741,348 
Short term deposits 150,000 20,000 
Bank and cash balances 74,693 144,740 
1,809,033 1,579,063 
B CURRENT LIABILITIES 
Creditors 541,670 489,000 
Taxation 264,887 222,080 
Dividends on ordinary shares: 
Second interim for 1965 (net, paid 4th'April, 1966) — 55,078 
Sacond interim for 1966 (gross, paid 4th April, 1967) 56,250 _ 
Proposed final for 1966 (gross) 37,500 — 
900,307 766,158 
C WORKING CAPITAL (A—B) 908,726 812,905 
D FIXED ASSETS 42,449 47,679 
INTERESTS IN SUBSIDIARIES 853,744 792,943 
E NET ASSETS (C+D) 1,804,919 1,653,527 
represented by: 
F SHARE CAPITAL 
Preference 250,000 250,000 
Ordinary 375,000 375,000 
625,000 625,000 
G RESERVES AND RETAINED PROFITS 1,179,919 — 1,028,527 
1,804,919 1,653,527 


R. MILLETT 
і. с. DICKSON У Directors 


The notes on page [203] form part of these accounts 
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ACCOUNTANT 


Atigust 12th, 1967 


CITY NOTES 


CCOUNTANTS looking at their clients’ investments, 

or even at their own, and probably finding more gains 
tax offsetting losses than there are gains to offset them 
against, may wonder just how it is that The Financial Times 
ordinary share index stands at a 1967 peak. The answer is 
to be found in the gradual evolution of a new equity invest- 
ment pattern — new, that is, ta the London market. 

For some time now the London equity market has been 
moving towards the Wall Street style where a comparative 
handful of leading growth stocks dominate the market. As 
British investors gradually lose their obsession with dividend 
yield and concentrate more on earnings yield and price- 
earnings ratios a wide gap is being opened up between 
earnings equities and the rest. 

The Beechams and Tescos of the market are taking over 
the index performance and the second-line shares are 
falling back. "Гћеге is every indication that this process will 
become even more emphatic as industrial earnings come 
increasingly under pressure and second-line company 
profits and dividends fall. 

Recovery potential in the shares of many of these com- 
panies is decidedly limited and any strong trend out of 
such shares into earnings equities will widen the price and 
yield gap still further. 


* * * * 


RESSURE of business has forced the New York 

Stock Exchange to think in terms of shortening trading 
hours to enable offices to catch up on paper work. A long 
period of heavy turnover has apparently found clerical work 
getting further end further behind. Probably London 
stockbrokers would like to be similarly overburdened but it 
is interesting to note that part of the responsibility for the 


Wall Street paper backlog is laid at the doors of security 
firms which have been slow to mechanize and automate 
their office work. This is a point on which the London 
market can pride itself. T'he Stock Exchange's own stock 
and share clearing operations have been extensively 
modernized and computered clearing has speeded up the 
mechanics of the market out of all recognition over the past 
four or five years. 


HE City has long held the belief that the Leyland and 

B.M.C. groups will fully merge some day. This week's 
news of collaboration between the two groups was re- 
garded as a step towards the merger which the City sees as 
inevitable. But B.M.C. ог B.M.H. as it is called now – 
naturally wants to get its profit and loss account out of the | 
red before talking merger terms and that is something for 
1967-68 and not for the 1966-67 financial year just ended, 
which is expected to show a further loss ~ although nothing 
like the 1965~66 figure of £7:5 million. 


* * * * 


ARIOUS industrial and economic surveys are currently 

showing a lessening of industrial confidence. Three 
months ago surveys were reflecting a view based largely 
on the expectation of economic reflationary measures in the 
summer. Only minimal measures have been taken and there 
is growing doubt as to whether they will be strong enough.. 
'This, coupled with the announced reduction in the rate of 
increase in Government spending, has had quick effect on 
the assessment of both home and export market prospects. 
Slackness in European, and particularly West German, 
markets is causing some export concern. 


RATES AND PRICES 


Closing prices, Tuesday, August 8th, 1967 


Tax Reserve Certificates: Companies 32% (24/6/67); 24% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 .. So 4% July 14, 1966 .. 795 
Feb. 27, 1964 .. .. 5% Jan. 26, 1967 .. 64% 
Nov. 23, 1964 7% Маг. 16, 1967.. 6% 
June 3, 1965 6% Мау 4, 1967 .. 54% 
Treasury Bills 
June2 .. £s sr 549d% July7 .. £s 68 zod% 
Јипед .. £5 ss roid% July 14 .. £5 65 1023495 
June 16 .. £s s: 5'254% jJuly21 .. £s 6s 10-79d% 
June 23 .. Д5 55 Good% July 28 .. £s 65 10-69d% 
June зо .. £5 ss Gozd% Aug4 .. £5 6s 10-62d% 
: ; Money Rates 
Day to day .  2& 54% Bank Bills 
7 days  .. .. 35-54% 2 months 5189-5590 
Fine Trade Bills 3 months .. 51-54% 
3 months 63-7% 4months .. 57-54% 
4. months 64-74% 6 months .. 52-52% 
6 months 61-72% 


Foreign Exchanges 
New York 2:78 5 Frankfurt IVs gs 
Montreal .. 2°99 8 Mila . 1736 3 
Amsterdam 10°02 Oslo 19°92 
Brussels .. 138:22% Paris 13'66% 
Copenhagen 19°33 3 Ziirich 12:06 8 
Gilt-edged 

Consols 4% 58d Funding 6% 1993 .. 914 
Consols 24% 364 Savings 3% 60-70.. got 
Conversion 34% .. 52% Savings 3% 65-75.. 764 
Conversion 594 1971 94$ Treasury 64% 1976 992 


Treasury 34% 77-80 75% 
Treasury 34% 79-81 7216 
Treasury 5% 86-89 80o 4 


Conversion 5490 1974 934 
Conversion 6% 1972 
Funding 34% 99-04 57 


Funding 4% 60-90 97% Treasury 54% 98-12 8боўха 
Funding 54% 78-80 86% Treasury 24% 37% 
Funding 54% 82-84 87% Victory 4%.. За 95 

Funding 52% 87-91 88$ War Loan 34%  .. 51 
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The Institute of Chartered Accountants 
in England and Wales 


Special and Ordinary Meetings of the Council 


At special and ordinary meetings of the 
Council held on Wednesday, August 
2nd, 1967, there were present: 


Mr W., E. Parker, c.5.E., President, in 
the Chair; Mr S. Dixon, Deputy-President; 
Mr R. G. Leach, с.в.е., Vice-President; 
Messrs J. F. Allan, J. A. Allen, 6. R. 
Appleyard, Sir William Carrington, Messrs 
С. Т. E. Chamberlain, ЇЧ. Charlton, L. Н. 
‘Clark, D. A. Clarke, В. W. Cox, C. 
Croxton-Smith, W. G. Densem, P. H. 
Dobson, S. M. Duncan, J. V. Eastwood, 
S. Edgcumbe, W. W. Fea, R. W. Foad, 
J. W. G. Frith, J. P. Grenside, S. C. Hand, 
5. Е. Harding, W. Hare, J. S. Heaton, 
А. W. John, c.&.&, К. О. A. Keel, Н. 
Kirton, т.р., 5. Kitchen, Е. В. Leech, 
M.B.E., Т.р. E. М. Macdonald, p.r.c., К. 
McNeil, J. Н. Mann, м.в.е., В. Р. 
Matthews, S. А. Middleton, D. S. Morpeth, 
T.D., W. Bertram Nelson, c.&.E.,, E. J. 
Newman, S. J. Pears, F. E. Price, С.В.Е., 
D. W. Robertson, L. W. 
Sayers, К. J. Sharp, т.р. В. С. Slack, 
H. G. Smith, A. G. Thomas, D. C. Urry, 
A. Н. Walton, D. ЇЧ. Walton, A. 5. Watson, 
F. J. Weeks, J. C. Montgomery Williams, 
E. K. Wright. 


Appointment to the Council 


Mr James Whitehead, F.c.a., Leeds, 


was appointed a member of the Coun- 
cil to fill the vacancy caused by the 
resignation of Mr D. Steele, F.C.A., 
Bradford. 


District Societies Committee 


The Council approved the appoint- 
ment of Mr D. N. Walton to the 
District Societies Committee. 


Chairmen and Vice-Chairmen 
of Committees 


Тће appointment of the following 
chairmen and vice-chairmen of Com- 
mittees for the ensuing year was 
reported: 

Courses: 


Chairman, Mr E. К. Wright; Vice- 
Chairman, Mr J. F. Allan. 
Overseas Relations 
Chairman, Sir Непгу Benson; Vice- 
Chairman, Mr R. G. Leach. 
Professional Standards 
Chairman, Mr W. B. Nelson, Vice- 
Chairman, Mr S. M. Duncan. 
Research | 
Chairman, Sir William Carrington; Уїсе- 
Chairman, Mr J. D. Russell. 


Robson, E. С.' 


United Kingdom 
Automation Council 


The Council appointed Mr P. J. 
Knight, a.c.a., as the [Institute's 
representative on the Education Panel 
of the United Kingdom Automation 
Council in succession to Mr Е. С. de 
Paula, T.D., F.C.A., J.DIP.M.A., who had 
indicated his wish to resign from this 
appointment. 


P. D. Leake Trust Teaching 
Fellowships 


The Council noted that Mrs 5. V. D. 
Dev, А.А.С.С.А., Mr J. Freear, A.C.A., 
and Mr А. б. Piper, F.c.a., have been 
appointed to P. D. Leake Teaching 
Fellowships tenable at The London 
School of Economics, The University 
of Kent at Canterbury and Birming- 
ham University respectively. 

The purpose of the Fellowships is 
to enable suitably qualified account- 
ants, preferablv with some experience 
after qualification and who are in- 
terested in teeching as a career, to 
study for a higher degree. 

It is hoped that the appointments, 
and the further appointments which 
it is proposed "will be made in future 
years, will help to remedy the shortage 
of teachers of accounting. 


District Society Changes 


The Council noted that formal effect 

had been given to the following 

changes which had previously been 

approved in principle: 

(a) Lincoln and South Lincolnshire 
Branch 
The transfer of this branch from 
the Hull Society to the Nottingham 
Society. 

(b) The Grimsby and North Lincolnshire 
Branch 
The adopticn of the title: “The 
Grimsby and Norta Lincolnshire 
Society of Chartered Accountants’. 

(с) Birmingham and District Society 
The adoption of the title: “The 
Birmingham and West Midlands 
Society of Chartered Accountants’. 


Solicitors' Accounts and 
Accountants' Reports 


Following the publication by the Law 
Society of a new set of rules regarding 
solicitors’ accounts and accountants’ 
reports, the Council decided to draw 
the attention of members to the 
following matters: 


The Solicitors Act 1965 
(Commencement No. 3) 
Order 1967 


А new Order (S.l. 1967 No. 83r 
(С. 14)) brought into operation on 
June 26th, 1967, section 9 of the 
Solicitors Act 1965. This has the 
following, among other, effects: 

The ‘practice year’ within which 
every solicitor (unless he satisfies the 
Council of the Law Society that in the 
circumstances it is unnecessary for him 
to do so) must deliver to the Law 
Society an accountant's report will in | 
future end witk. October 31st instead 
of November 1rth. 

The period allowed for delivery of 
the report to the Law Society remains 
unchanged at six months after the end 
of the accounting period specified in 
the report, subject to a statutory 
power for the Council of the Law 
Society by rule to prescribe some other 
period. 

The words ‘report’ and ‘accountant’s 
report’ are substituted for the words 
‘certificate’ and ‘accountant’s certifi- 
cate’ wherever the latter occur in 
section 30 of the Solicitors Act 1957. 


The Solicitors’ Accounts Rules 
1967, The Solicitors’ Trust 
Accounts Rules 1967, and The 
Accountant’s Report Rules 


These rules come into effect on 
January 1st, 1968, i.e. they will affect 
all accounting periods beginning on or 
after January 1st, 1968. The existing 
rules continue to apply in respect of 
any accounting periods which begin 
prior to that date even though they 
end after it. 

As announced in the Law Society’s 
Gazette for August 1967, the Law 


212 


Society will shortly send to every 
solicitor a booklet containing the new 
rules and explanatory notes thereon as 
well as other rules affecting sclicitors 
and extracts from the relevant sections 
of the Solicitors’ Acts 1957 and 1965. 
Members who do not receive copies 
from their solicitor clients, or who 
wish to have additional copies, may 
purchase them from the Law Society, 
113 Chancery Lane, London WCa2, 
price 4s per copy, post free. The new 
rules embody certain amer.dments 
of the existing rules whica were 
agreed by representatives of the Coun- 
cils of the Law Society and of the 
three Chartered Institutes znd the 
Association. 


Accountants’ Certificates and 
Reports: Signature by Partner 


The Council wishes to remind mem- 
bers that although the Acccuntants’ 
Certificate Rules 1946 to 1965 and the 
Accountant’s Report Rules :967 ге- 
quire the certificate or report to be 
signed by an individual accountant, 
there is nothing to prevent г partner 
of his from signing it providec that the 
partner is qualified to do so and the 
solicitor client agrees. 


Companies Act 1967 — 
Questions at Examinations 


'The Council approved the following 
statement for publication: the Exami- 
nation Committee has decided that 
questions involving the requirements 
of the Companies Act 1967 will not be 
included in examinations until after 
May 1968. 


Examination Results — May 
1967 


It was reported that the results of the 
examinations held in May 1967 were 
as follows: 


Com- 

pleting 

Pass Fail Total Final 

Exami- 

Final nation 
Parts I and 

II together 8 46 54 8 

Part I only 1,643ж1,715 3,358 I 

Part II only 7291 658 1,387 728 


* Includes sr candidates who sat for 
both Parts of tke examination and passed 
in Part I only. 


1 Includes one candidate who sat for 
both parts of the examination and passed 
in Part П only. 


Exemption from the 
Intermediate Examination — 
Bye-law 88 (c) 

An articled clerk who has successfully 
completed one of the nine-month full- 
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time courses and has passed the 
examination at the end of it may apply 
for exemption from the Intermediate 
examination. Exemption will normally 
be granted to articled clerks who 
satisfactorily complete the course and 
pass the. college examination at the 
first attempt. 

Where an articled clerk is unsuccess- 
ful at the first attempt at the college 
examination at the end of the course 
but in the opinion of the college may 
be referred in a paper, or allowed to 
represent himself in the whole exami- 
nation, he may be permitted by the 
college to sit at a subssquent exami- 
nation and so complete the examina- 
tion. However, in only the most 
exceptional circumstances will exemp- 
tion be granted to those who have to 
sit the examination again in part or in 
whole. 

A clerk who does not apply for 
exemption but sits and fails the 
Intermediate examinecion will not 
then be granted exemption. 

This statement incorporates and 
supersedes the statemeat published in 
the record of proceedings of the meet- 
ing of the Council held on June 7th, 


1967. 


Registration of Articles 


The Secretary reported the registra- 
tion of 65 articles of clerkship during 
June 1967, the totai number since 
January rst, 1967, being 1,090. 


Admissions to Membership 


The following were admitted to 
membership of the Institute: 


Hay, Colin Wemyss Burns, А.8.А.А., 219673 
with Dove, Cowper & Lefevre, 1004. 
Throgmorton House; Jameson Avenue, 
(P.O. Box 2378), Salisbury, Rhodesia. 

Ishaque, Syed Hashim, 8.50.(ЕСОМ.), A.C.A., 
41967; with Viney, Erice & Goodyear, 
Empire House, St Martins-le-Grand, 
London ЕСт. 

Macdonald, Montagu Graeme, A.C.A., 
а1967; 62 Nelmes Way, Hornchurch, 
Essex. 

Perera, Nalin Chrysantna, A.C.A., 21967; 
20 Park Road, Twickznham, Middlesex. 

Ridgway, Richard Kingsley, A.s.a.a., 21967; 
c/o Triangle Ltd, Private Bag 1, Triangle, 
Rhodesia. 

Royce-Dexter, Brian, A.C.A., а1967; 52 
Filey Street, Sheffield ro. 

Spens, Patrick Michael Rex, В.А., A.C.A., 
a1967; 8 Crawley Mews, London SW7. 


Fellowship 


The Council acceded to applications 
from twelve assoc.ates to become 
fellows under clause 6 of the supple- 
mental Royal Charter. 
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Incorporated Accountant 
Members becoming Chartered 
Accountants 


The Council acceded to applications 
from the following incorporated ac- 
countant members to become char- 
tered accountants under bye-law 129: 


Hay, Colin Wemyss Burns, A.C.A., Salis- 
bury, Rhodesia. 

Hones, Leslie 
Maidstone. 

Ridgway, Richard Kingsley, A.C.A., Tri- 
angle, Rhodesia. 

Rushton, Frank, Р.С.А., Bristol. 

Stander, Jacobus Johannes, A.C.A., Johan- 
nesburg. 


Edward Henry, F.C.A., 


Chartered Accountant 
Reverting to Incorporated 
Accountant Membership 


The Council acceded to an application 
by the following fellow to revert to 
incorporated accountant membership 
under bye-law х29 (с): 


Andrew, Ernest, F.5.4.4., Deputy Treasurer, 
Hackney and Queen Elizabeth Group 
H.M.C., Hackney Hospital, Homerton 
High Street, London Eg. 


Members Commencing to 
Practise 


The Council received notice that the 
following members had commenced 
to practise: 


Allen, George Henry Thomas, F.c.a., 
а51943; Р. V. Stevenson & Partners, 
19/20 Irwell Chambers East, Fazakerley 
Street, Liverpool 3. 

Aston, John Christopher, A.C.A., а1958; 
Thornton Baker & Co, 8 West Walk, 
Princess Road, Leicester. 

Bell, George, A.C.A., a1967; Norman 
Hemmingfield & Co, Queen’s Buildings, 
Queen Street, Sheffield 1. 

Bickerton, Roger, A.C.A., a1958; fHays, 
Akers & Hays, 30 Cursitor Street, 
London EC4. 

Biles, John Christopher Morris, B.SC., 
А.С.А., 21965; К. Н. March, Son & Со, 
Baltic House, Mount Stuart Square, 
Cardiff. 


а Indicates the year of admission to the 
Institute. . 


aS Indicates the year of admission to The 
Society of Incorporated Accountants. 


§ Means ‘Incorporatea Accountant Mem- 
ber’. 

Firms not marked ў, tf or * are composed 
wholly of chartered accountant members 
of the Institute. 


+ Against the name of a firm indicates that 
the firm, though not wholly composed of 
members of the Institute, is composed 
wholly of chartered accountants who are 
members of one or another of the three 
Institutes of chartered accountants in Great 
Britain and Ireland. 


* Against the name of a firm indicates that 
the firm is not wholly composed of 
members of one or another of the three 
Institutes of chartered accountants in Great 
Britain and Ireland. 
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Boohan, Michael Daniel, А.С.А., 21964; 
Thornton Baker & Co, Lee House, 
London Wall, London EC2. 

Briggs, John Charles, a.c.a., 21962; Cooke 
& Staples Parker, Maun Chambers, 318 
Church Street, Mansfield, Notts. 

Buxton, Peter, A.C.A. 41961; Norman 
Hemmingfield & Co, Queen's Buildings, 
Queen Street, Sheffield 1. 


Clayton, Eric Hill, a.c.a., a1961; Charles 
D. Buckle & Co, 55 Sunbridge Road, 
Bradford 1. 

Collins, Bernard, ғ.с.А., 21948; Luckin 
and Sheldrake, Waterloo Chambers, 
Chelmsford, Essex. 

Culverhouse, (Mrs) Barbara Mary, F.c.a., 
a 944; Wayside, Penn, High Wycombe, 

ucks. 


Daburn, George, А.С.А., а1961; Р. V. 
Stevenson & Partners, 19/20 Irwell 
Chambers East, Fazakerley Street, Liver- 
pool 3. 

Davenport, Terence, A.C.A., а1965; 120 
Firs Road, Sale, Cheshire. 

Davis, Geoffrey Michael, А.С.А., а1966; 73 
Halkingcroft, Slough, Buckinghamshire. 

Dayson, John Kenneth, Е.С.А., 41935; 
Pearson-Griffiths & McLay, Cadogan 
House, 7 Fitzalan Road, Cardiff. 

Dodwell, John Dyson, A.C.A., 21966; Ellis 
Jinks and Fordman, Maxwell House, 
167 Armada Way, Plymouth, Devon. 

Downs, Andrew Peverly, А.С.А., 21962; 
Thornton Baker & Co, Lee’ House, 
London Wall, London ЕС2. 


Eastaway, Nigel Antony, A.C.A., 21966; 
Highlands, 26 Theydon Park Road, 
Theydon Bois, Essex. 

Elphick, Charles Pelham, А.С.А., а1963; 
E. Noel Humphreys & Co, 6 Hunter 
Street, Chester. 


Farley, Ronald Malcolm, a.c.a., a1967; 
harles D. Buckle & Co, 55 Sunbridge 
Road, Bradford r. 

Feingold, Joshua Gerald, A.C.A., 21964; 
9 Norwood Avenue, Salford 7, Lancs. 
Fletcher, John Michael, A.C.A., а1961; 
Jackson Pixley & Со, Kent House, 

Telegraph Street, London EC2. 

Forwood, Philip Langton, A.C.A., а1961; 
Jackson Pixley & Co, Kent House, 
Telegraph Street, London ЕС2. 

Foxley, Malcolm Joseph Charles, А.С.А., 
а1962; 33 Goldstone Crescent, Dun- 
stable. 

Friendship, Martin William Elson, a.c.a., 
а1965; Robert Bennett and Partners, 5 
Marsh Street, Bristol т. 


Glover, Eric Brian, A.C.A., a1959; Whitting- 
ham Riddell & Co, Old Bank Buildings, 
Bellstone, Shrewsbury. 

Gordon, Adrian, A.C.A., 21963; б. & б. B. 
Хашр 52 King William Street, London 

4. 

Grace, Edwin Douglas, F.c.a., 41955; 
Roberts Grace & Co, 7 Moor Road, 
Broadstone, Dorset. 


Hall, Brian Malcolm, A.C.A., 21964; Bolton, 
Pitt & Breden, Sicilian House, Sicilian 
Avenue, Southampton Row, London 

WC. 

Harrison, Norman George Walter, A.C.A., 
21967; Haswell Brothers & Со, 51 King 
Street, Wrexham. 

Heath, Bertram William, F.C.A., aS1949; 
C. Marshall & Co, 9 College Hill, 
Shrewsbury, Salop. 

Heywood, Michael Walter, A.C.A., а1961; 
Whittingham Riddell & Со, Old Bank 
Buildings, Bellstone, Shrewsbury. 
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Higgins (Mrs), Glynn Ann, A.C.A., 21962; 
3 Honorwood Close, Prestwood, Great 
: Missenden, Bucks. 


james, Keith, A.c.&, 41966; Haswell 
Brothers & Co, 51 King Street, Wrex- 
ham, Denbighshire. 


King, Roland Edouard Vincent Michel, 
A.C.A., 21962; *Price Waterhouse & Co, 
бо Rue Ravenstein, Brussels т, Belgium. 


Ledger, Michael Stephen, A.C.A., a1966; 
Michael S. Ledger & Co, 523 Corn 
Exchange Buildings, Hanging Ditch, 
Manchester 4. 

Lees, Robert, A.C.A., 21959; Todd, T'anser 
& Co, Bank Chambers, 3 Granby Street, 
Leicester. 

Lendrum, Peter, F.c.a., aS1949; Jackson 
Pixley & Co, Kent House, Telegraph 
Street, London ЕС2. 

§Lock, George Andrew Wilberforce, 
А.Ѕ.А.А., 41959; 34 Chiltern Road, 
Wendover, Bucks. 


McLoughlin, Terence Vincent, A.C.A., 
а1957; *Bunn, Coberly & Gane, 920 
Russ Building, San Francisco, California, 
94104. 

Mead, “Anthony John, A.C.A., 41965; 
Daffern & Co, 29 Warwick Road, 
Coventry, Warwickshire. 

Michell, Peter Howard, a.c.a., 21966; 119 
Wetheral Drive, Stanmore, Middx. 


Nunnerley, Stanley Herbert, F.c.a., 
aS1928; 93 Mount Pleasant Road, 
Tunbridge Wells, Kent. 


Owen, Harold, r.c.4., aS1950; Н. Daniels 
& Co, Central Cham>ers, 1 Fold Street, 
Bolton, Lancs. 

Oyler, Edmund John Wilfrid, M.A., A.C.A., 
41961; {Whinney Murray & Со (Bir- 
mingham Partnership), 67 Chiswell 
Street, London ЕСт. 


Patteson, Kenneth George, Е.С.А., ато4о; 
*Patteson Wood & Co, Room 21 3 
Finsbury Pavement House, 120 Moor- 
gate, London EC2. 

Powell, Graham Ronald, B.SC., A.C.A., 
а1965; Turner, Easdale & Со, 14 Great 
Castle Street, London W1. 


Renshaw, Charles Stanley, Е.С.А., 21952; 
Layton-Bennett, Billingham & Co, 23 
Вон Street, London Wall, London 

2. 

Richardson, Philip, A.c.a., a1964; Norman 
Green & Co, 22 Friars Street, Sudbury, 
Suffolk. 

Rigby, Robin, M.C., Е.С.А., 21939; Turner 
Easdale & Co, 14. Great Castle Street, 
London W1. 

Rosten, David, a.c.A.; 21961; D. Rosten 
& Co, 41 Lindsay Drive, Kenton, 
Harrow, Middx. 


Siddiqui, Shamim Ullah, A.C.A, а1966; 
*Reddy Siddiqui & Co, 75 Westbourne 
Park Road, London W2. 

Simmonds, Anthony, A.C.A., а1967; 
Anthony Simmonds & Со, 9 Links 
Drive, Elstree, Herts. 

Smith, Colin Harold Potter, A.C.A., a1960; 
Mannington, Bishop & Briant, 6 Endwell 
Road, Bexhill on Sea, Sussex. 

Smith, Norman Leonard Kenneth, A.C.A., 
a1961; L. A. Clemence & Со, 45 Church 
Avenue, Beckenham, Kent. 

Smyth, William Arthur, B.A., A.C.A., 21963; 
Gobat & Smyth, Midland Bank Cham- 
bers, High Street, Hereford. 

Snowden, Richard Frank, F.c.a., 21950; 
Cooper Brothers & Co, 4 Wycliffe Street, 
Leicester. 
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Spratley, Derek John, A.C.A., 41962; 
Harrison & Taylor, National Provincial 
Bank Chambers, Market Square, Hor- 
sham, Sussex. 

Stuckey, John Graham Нагі, B.SC., A.C.A., 
a1967; 6 Onslow Gardens, Wallington, 
Surrey. 

Theaker, George Malcolm  Barnshaw, 
А.С.А., а1965; Mannington, Bishop & 
Briant, 48-49 Havelock Road, Hastings, 
Sussex. 

Watson, Howard Thomas, A.C.A., а1960; 
Kingston, Jolliffe & Co, 12 Eccleston 
Street, Victoria, London SWx. 

Webber, Leslie Colin, A.C.A., @51957; 
Knight & Co, 25 Wormwood Street, 
London ЕС2. 

Webster-Smith, Paul, A.C.A., `а1966; N. 
Webster-Smith & Son, 73 Pine Walk, 
Carshalton Beeches, Surrey. 

Williams, Donald John, A.C.A., a1957; 
Sydenham, Snowden, Nicholson & Co, 
27. Martin Lane, Cannon Street, London 

4. 

Williams, Robin, F.c.a., а1948; Josolyne, 
Miles & Cassleton Elliott, 52 High 
Street, Taunton, Somerset. 


Re-admission to Membership 


Subject to payment of the amounts ге- 
quired by the Council, two former 
members of the Institute were ге- 
admitted to membership under clause 
23 of the supplemental Royal Charter 
and one former member under bye- 
law 38. 

It was reported to the Council that 
the following re-admission, made at 
the Council meeting on July sth, 1967, 
subject to payment of the amount 
required, had become effective: 


Scotchmer, David William, a.s.a.a., a1961; 
P.O. Box 14288, Nairobi, Kenya. 


Deaths of Members 


The Council received with regret the 

Secretary's report of the deaths of the 

following members: 

Elliott, Edward Cassleton, С.В.Е., F.C.A., 
Catsfield, Sussex, a member of the 
Council of The Society of Incorporated 


Accountants from 1927 until 1957 and 
President of the Society 1932-35. 


Gronow, Ronald, r.c.4., Wolverhampton. 


Leech, Leslie Joseph, F.c.a., Manchester. 
Levett, Douglas Harold, F.c.a., London. 


Morgan, Dennis Hugh, О.В.Е., БСА., 
Cardiff. 


Norcross, Roger, F.C.A., Hove. 


Phillips, Derek Lougher, A.C.A., Tenby. 

Pinder, Thomas Elwood, Е.С.А., Bradford. 

Piper, Gerald Frederick, ВА. БЕСА, 
London. 

Simpson, Allen Stuart, Е.С.А., 
Australia. 

Smith, Sidney Cedric Mathews, 
Е.С.А., London. 

Tennant, Cecil Gordon, F.c.a., London. 


Whitaker, Jack, F.c.a., Bradford. 
Whitehead, Charles Reid, F.c.a., Liverpool. 


Sydney, 


т.р., 
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FINDINGS AND DECISIONS OF THE 
DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee. of tie Council of 
the Institute at dearings held on 5th July, 1967 


Overdue subscriptions 


The Disciplinary Committee >f the 
Council of the Institute ћезм! 155 
formal complaints preferred ^y the 
Investigation Committee of the Coun- 
cil, each to the effect that the member 
concerned had failed to pay within 
four months of rst January, -c67 the 
subscription then due and payzble Бу 
him, so as to render himself ІвЫе to 
be excluded ог suspended from 
membership of the Institute о” to be 
reprimanded or admonished The 
Committee, having found the com- 
plaint proved in every case, 

(а) ordered that the following 26 
members be excluded from member- 
ship of the Institute: 

Ahmad, Sajjad, A.C.A., 9 Mickn. Road, 

Peshawar Cantt, West Pakistan. 
Alcock, Robert Harding, A.C.A., 66 Dun- 

keld Road, Dagenham, Essex. 
Anderson, Ross Kenyon, M.A., AX.A., 81 

Frognal, London NW3. 

Bladon, Sydney Harold, в.5.4.4., Е.О. Box 


5053, Durban, South Africa. 
Bowen, Patrick Denis, Е.С.А., Woodlea, 


; Stock Green, near Redditch, Worcester- 
shire. 

El-Enbaby, Mohamed Szlem, A.C.A., 26 
Adly Street, Flat 1002, Cairo, U.A.R. 
Ellis, Vernon Hope, е.с.а., 7 Newlands 

Avenue, Norton, Stockton-on-Tees, Co. 
Durham. 
Gardham, Patrick Roger, 4.c.A., 22 Marine 
Avenue, North Ferriby. Yorkshire. 
Gomes, Berchmans, B.A.(COM.), A.C.A., 42 
Goldhurst Terrace, Lcndon NW6. 
Haldar, Nagendra Nath, B.SC., Е.С.А., P-13, 
Sch. IV-M, СЛ. E»ad, Beliaghata, 
Calcutta ro, India. 
Helsby, Peter Denis, 
Green, Kew, Surrey. 
Islam, Muhammad, A.C.A., 34 St George's 
Road, London NW1r. 
Mackenzie, Roy, >.С.А., P.O. Box 10312, 
Johannesburg, South Africa. 
Majumdar, Samarendra, А.5.А.А., 
Stroud Green Road, Lcndon №. 
Pierce, Robert, F.C.A., 253 South Garden 
Circle, Belleair, Florida, U.S.A. 
Ratcliffe, Frank Edward, F.C.A., ro Bel- 
more Avenue, Pyrforc, near Woking, 
Surrey. 
Scammell, Philip Anthony, 
Shirley Drive, Hove, Sussex. 
Scholefield, Hedley George, Е.С.А., 42 Rue 
St Dominique, Paris 7z, France. 
Shaw, Leslie, F.c.a., 67 Victoria Road, 
Bradford 2, Yorkshire. 


ACA, 52 Kew 
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ME VIBERS’ LIBRARY 


The Librarian reports that a:nang the books and papers acquired бу the Institute 
in recent weeks by purchase and gifts are the following: 


Accounting Flows: Income, Funds and 
and Cash; Бу R. К. Jaedi:ke and 
R. Т. Sprouse. Englewood СІС, New 
Jersey. 1965. (Prentice-Hall, 205.) 

Accounting in Business Decisions: 
theory, method and use; 7 Н. А. 
Black and J. E. СБатрісп: 2nd 
edn. by Н. А. Black, J. E. 
Champion and К. С. Browr- Engle- 


wood Cliffs, New Jersey 1967. 
(Prentice-Hall, 80s.) 
Butterworths Company Precedents. 


(Butterworths): 2nd edn. 2 ~olumes. 
1967. (Butterworths, 2705.1 

Capital Expenditure; by T. G. Diggory 
and E. Wade. 1967. (Artar, pre- 
sented, 105.) 

Chalmers’ Sale of Goods Ac: 1893 in- 
cluding the Factors Acts x889 and 
1890; (by Sir M. D. Chalmezs): 15th 


edn. by M. Mark. 
worths, 50s.) 
Communication in Supervisory Man- 
agement; by H. Compton and W. 
Bennett. 1967. (Nelson, 17s 6d.) 
Cost Accounting: a managerial em- 
phasis; by C. T. -orngren: (2nd 
edn.). Englewood Cliffs, New Jersey. 
1967. (Prentice-Hall, 805.) 
Elementary Programming and Algol; by 
K. Nicol. 1965. (McGraw-Hill, 30s.) 
Financial Aspects of Supervisory Man- 
agement; by J. E. Smith and G. H. 
Ray, A.C.A. 1967. (Nelson, 175 6d.) 
Industrial Relations in Supervisory 
Management; by A. W. Dickinson. 
1967. (Nelson, 175 64.) 
‘Management: Its Nature and Signifi- 
cance; by E. F. L. Brech: 4th edn. 
1967. (Pitman, 30s.) 


1967. (Butter- 
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Shinner, George Russell, 
‘Medley’, Headley Grove, 
Epsom, Surrey. 

Sinstadt, Peter Alan, А.С.А., 10 Patricia 
Gardens, Bishop’s Stortford, Hertford- 
shire. 

Stewart, William, F.c.a., April Cottage, 
Lodge Road, Holt, Wimborne, Dorset. 

Stuart-Menteth, Walter Granville, В.А., 
.F.C.4., East Lodge, Wootton Fitzpaine, 
Charmouth, Dorset. 

Tharamalingam, Kandiah, A.S.A.A., 72 
Temple Road, Nallore, Jaffna, Ceylon. 
Vickers, Joan John David, F.c.a., 42 Falcon 

Avenue, Brickhill, Bedford, Bedford- 


shire. 

Woolley, John Samuel Bishop, a.c.a., The 
Narrowboat Неше, Dudley Wharf, 
Mansion Lane, Iver, Buckinghamshire. 
(b) decided that the following 2 

members be reprimanded: 

de Coste, Anthony Mervyn Noel, Е.С.А., 
Imperial Bank Buildings, Fort, P.O. Box 
232, Colombo, Ceylon. 


Finlayson, James Alec, Е.С.А., 17 Pulford 
Crescent, Ottawa 14, Ontario, Canada. 
(c) decided that of 127 other 

members, 16 be reprimanded and 95 
be admonished and that no action be 
taken against the remaining 16 mem- 
bers, and that there existed in each of 
these cases special circumstances 
which justiied the omission of the 
name of the member from the publi- 
cation of the Finding and Decision. 


B.A., F.C.A., 
Headley, 


'The Modern Law of Real Property; by 
G. C. Cheshire: roth edn. Revised Ьу]. 
D. Davies. 1967. (Butterworths, 755.) 

New 'Irends in Office Management; 
edited by M. White. 1967. (Business 
Publications, 355.) 

Paton on Accounting: selected writings 
of W. A. Paton; (by W. A. Paton): 
edited by H. F. Taggart. (Ann Arbor), 
Michigan. 1964. (University of 
Michigan, 1025.) 

Principles and Practice of Supervisory 
Management; by J. M. Fraser. 1967. 
(Nelson, 17s 6d.) 

Science and the Manager; by R. W. 
Revans. 1966. (Macdonald, 25s.) 

Taxation Key to Corporation Tax; by 
Р. F. Hughes and T. L. A. Graham, 
Е.С.А. 1967. (Taxation Publishing, 
presented, 255.) 

The Theory of Practice in Management; 
by R. W. Revans. 1966. (Macdonald, 
255.) 


IMPORTANT MESSAGE TO ALL QUALIFIED ACCOUNTANTS 
100 PER CENT MORTGAGES FOR PURCHASE PRACTICE/PARTNERSHIP/CAPITAL 


Full details from 


LIFE AND DISABILITY INSURANCES 


г. W. SLEATH & СС LTD, Incorporated Insurance Brokers, 58 Theobald's Road, London WC1 


Tel. 01-242 4375 
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PROFESSIONAL NOTICES 


Messrs CHARLES Comins & Co and 
W. A. Scorr & Co, Chartered 
Accountants, of 50 Cannon Street, 
London EC4, announce that Mr 
BRIAN STURT, A.C.A. has been ad- 
mitted to partnership. 


Messrs Cooper Вкотневѕ & Co 
and Coopers & LYBRAND announce 
that in co-operation with Societe 
Anonyme Fiduciaire Suisse an office 
of REVISPANA У COOPERS & LYBRAND 
has been opened at Alcalá 95, 7°, 
Madrid 9, Spain. 

Messrs Farrow, BERSEY, GAIN, 
Vincent & Co, Chartered Account- 
ants, of 53 New Broad Street, London 
EC2, announce that Mr Автнок 
LesLIE WADE, F.C.A., F.C.W.A., retired 
from the partnership on June зой, 
1967. 

Messrs PANNELL Fitzpatrick & Co 
announce that they have moved their 
Lagos office to Wesley House, 19 
Marina, Private Mail Box 2047, Lagos, 
Nigeria. 

Messrs Henry Nunes & Co, Char- 
tered Accountants, of 6 Gate Street, 
Lincoln’s Inn Fields, London WC2, 
and Westcliff-on-Sea, and NORMAN 
Lewis & Co, Chartered Accountants, 
of Barclays Bank Chambers, The 


Broadway, London Ng, announce that . 


as from July 24th, 1967, their respec- 
tive practices have been merged and 
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will be carried on under the name of 
Henry Nunes & Co from.6 Gate 
Street, Lincoln's Inn Fields, London 
WC2, and Westcliff-on-Sea. 


Messrs TIPLaDY, BRAILSFORD & Co, 
Chartered Accountants, of 16-38 New 
Broad Street, London EC2, announce 
with regret che death in London on 
August 2nd, 1967, of Mr REGINALD 
TURNER ТІРІАРУ, Е.С.А. 


Appointments 


Mr J. D. Crane, Е.С.А., has been 
appointed a director of Hawker 
Siddeley Dyramics Ltd. 


Mr С. Croxton-Smith, M.A., LL.B., 
J.P., Е.С.А., has been appointed to the 
board of Hollychrome Holcings Ltd. 


Mr J. К. С. Lord, M.A., Е.С.А., has 
been appointed chairman of Lancashire 
Таг Distillers Ltd. 


Mr А. Е. McDonald, D.L., B.L., 
С.А., has been appointed Chairman of 
the Council of the Scotch Whisky 
Association. 

Mr О. Mills, Е.С.А., has been 
appointed a director of Ranks Hovis 
McDougall Ltd and assistant chief 
executive of the R.H.M. Group, but 
will retain his present appointment as 
managing director of the R.H.M. 
Bakery activity until end-1967. 

Mr Douglas P. Oliphant, C.A., 
F.C.W.A., has been appointed financial 
comptroller of Wiles Group. 


Mr В. M. Raistrick, Е.С.А., has been 
appointed financial director and secre- 
tary of Redfearn Brothers Ltd. 


Mr M. J. Scott, F.c.a., has been 
appointed to the board of Letraset 
Ltd. 

Mr О. P. Simpson, Е.С.А., assistant 
chief accountant, has been appointed 
chief accountant of Ferranti Ltd. 

Mr Michael J. К. Stevens, A.C.A., 
chief accountant of Gordon & Gotch 
Ltd, has been appcinted secretary 
of Gordon & Gotch Holdings Ltd and 
subsidiary companies. 


Mr А. Knox, T.D., A.A.C.C.A., A.T.LI., 
was awarded the O.B.E. in the Birth- 
day Honours List. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone Victoria 2002 (3 lines) 
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COMPANY INQUIRY 


Mr Peter Godfrey, Р.С.А., a partner 
in Whinney, Murray & Co, Chartered 
Accountants, of London, has been 
appointed, with Mr B. T. Wigoder, 
Q.C., to investigate the affairs of 
Pinnock Finance (Great Britain) Ltd. 

The appointment has been made by 
the Board of Trade under section 165 
(b) of the Companies Act 1948, as 
amended by the Companies Act 1967. 


OBITUARY 
Edward Cassleton Elliott, C.B.E., 
F.C.A. 


It is with regret that we record the 
death on August rst in his 87th year 
of Mr Edward Cassleton Elliott, 
С.В.Е., Е.С.А., who was President of 
The Society of Incorporated Ac- 
countants from 1932 to 1935 and a 
member of the Council of the Society 
from 1927 until integration in 1957. · 

Educated at Christ’s Hospital, Mr 
Cassleton Elliott served articles with a 
London firm of incorporated account- 
ants and gained honours in both the 
Intermediate and Final examinations. 
He was admitted to membership of the 
Society in 1904 and subsequently 
went to South Africa where he worked 
in practice for some years. After further 
practising experience in London, he 
established the firm of Cassleton 
Elliott & Co in 1917. 

Mr Cassleton Elliott was elected a 
member of the Council of the Society 
in 1927 and remained a member for 
over thirty years, serving on in- 
numerable committees. As President 
of the Society from 1932 to 1935 he 
travelled widely on the Continent 
and in the U.S.A. and Canada - 
previously, as a Council member, he 
had attended the International Con- 
gresses on Accounting held in Amster- 
dam in 1926 and New York in 1929. 

For a period during the Second 
World War he held the appointment of 
Controller of Costing at the Ministry 
of Supply, and in 1946 was a member 
of the Hops Reorganization Com- 
mission. He was also a member of the 
Accountants’ Advisory Committee to 
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the Board of Trade and served аз 
Chairman of the Medical Distri»ution 
Committee of the Ministry of Heaith. 

Mr Cassleton Elliott will be re- 
membered as an exceptionally active 
man who, in addition to his work for 
the profession and ав senior parzner of 
his firm over a long period, wes able 
to find time not only for his various 
Government appointments brt also 
in an honorary capacity fcr other 
organizations. He was President of the 
City of London College; a Gcvernor 
of Christ's Hospital (also А moner 
and Chairman of the Finance Com- 
mittee); President of Harpenden Auxil- 
iary Hospital and Memorial Mursing 
Centre, and Deputy Chairman of the 
Heritage Craft Schools at Chailey. 

À memorial service is to be held in 
London later on a date to эе an- 
nounced. 


Dennis H. Morgan, O.B.E., F.C.A. 


We have learned with regret of the 
death on August xst of Mr Dennis Н. 
Morgan, О.В.Е., Е.С.А., of Carciff. Mr 
Morgan, who had been in ret rement 
for some years, was formerly Deputy 
Controller, Board of Trade (Wales). 

Admitted to membership of The 
Institute of Chartered Accountants in 
England and Wales in 1915, Ге was a 
former President of the South Wales 
and Monmouthshire Society cf Char- 
tered Accountants and a founder 
member of the South Waes and 
Monmouthshire Students’ Society. 

Mr Morgan’s active interest in his 
local district society over a lonz period 
was reflected in his authorshi» of the 
book The First Twenty-five Years of 
the South Wales and Monmsuthshire 
District Society. 


NORTH WEST SOCIETY OF 
CHARTERED ACCOUNTANTS 


Annual Dinner 


The annual dinner of the No-th West 
Society of Chartered Accountants will 
take place at the Norbreck Hydro, 
Blackpool on Thursday, November 
23rd. 

Applications for places skould be 
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made to the Assistant Secretary of the 
Society, 42 Garstang Road, Preston, 
not later than Monday, November 6th. 


MANCHESTER SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 


Mr Т. W. E. Booth, F.c.a., the new 
President of the Manchester Society 
of Chartered Accountants, is a partner 
in the Manchester firms of Radford, 
Edwards & Co, Toucke, Ross, Bailey 
& Smart and Kemp Chatteris & Co. 
Educated at North Manchester 





Grammar School, ke subsequently 
served with the Royal Armoured 
Corps and then entered articles with 
Radford, Edwards & Co, of which firm 
he became a partner in 1952. He was 
admitted to membership of the In- 
stitute in 1950. 

Mr Booth has held the oe of 
Chairman and President.of the Man- 
chester Chartered Accountants 
Students Society and has been 
Secretary of the Manchester Society of 
Chartered Accountants. 


INSTITUTE OF ARBITRATORS 
Lecture Meetings 


The Institute of Arbitrators has 
arranged to hold a series of lecture 
meetings and a practice arbitration 
at The Royal Institute of British 
Architects, 66 Portland Place, London 
Wi, in October. 


FULLER, HORSEY 


SONS & CASSELL 


10 Lloyd's Avenue, London EC3 
ROYal 4861 


dic: * 
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There will be three lectures on 
arbitration — as it affects the arbitrator, 
witnesses and disputants — on October 
sth, 12th and 19th, and the series will 
conclude with a practice arbitration 
on October 26th. All four meetings 
will commence at 6 p.m. 

The programme is primarily in- 
tended for members of the principal 
professional bodies, but students and 
others interested in the law and 
practice of arbitration will be welcome. 
Tickets are not required except for 
the practice arbitration and these will 
be made available at the lecture 
meetings. There is no admission 
charge. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


Annual General Meeting 


The annual general meeting of The 
Chartered Accountant Students! Soc- 
iety of London will be held in Win- 
chester House, 77 London Wall, 
London EC2, on Monday, October 
9th, at 6 p.m. 

Members are reminded that the 
Society's rules require that not less 
than one calendar month's written 
notice must be given of any resolution 
or nomination to the Committee to be 
considered at an annual general 
meeting. Such notifications for the 
next annual general meeting should 
therefore be in the Secretary's hands 
by September 8th. 

Any mernber of the Society entitled 
to attend and vote at a meeting of the 
Society is entitled to appoint another 
person (who must be a member) as his 
proxy to attend and vote instead of 
him, provided that no member present 
at the meeting holds proxies for more 
than three members. Тће appointment 
of a proxy has to be in writing, signed 
by the appointor, and must be received 
by the Secretary not less than twenty- 
four hours before the advertised time 
for the start of the meeting. 

Proxy forms may be obtained from 
the Secretary or the Library and must 
be lodged by 6 p.m. on Friday, 
October 6th. 
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THIS IMPORTANT GUIDE 
READY NOW ( C 


THE COMPANIES ACT 1967 


The 1967 Companies Act will make it necessary for over 350,000 previously exempt private 
companies to file accounts. | 

The Act will also impose new accounting and disclosure requirements on limited liability 
companies. 


ALL CONCERNED WITH THE PREPARATION OF COMPANY ACCOUNTS 
WILL WANT TO KEEP THEMSELVES INFORMED ON THE NEW STATUTORY 
REQUIREMENTS. THIS BOOK IS DESIGNED TO HELP THEM. 


GUIDE TO THE 
ACCOUNTING REQUIREMENTS 
OF THE 
COMPANIES ACTS 1948-1967 


A summary of the statutory requirements relating to the production of annual accounts of 
companies. 


An invaluable reference book on company law as affecting accounts, prepared by direction 
of THE GENERAL EDUCATIONAL TRUST of THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES. 


ORDER NOYW to ensure dispatch of book in strict rotation. 





ORDER FORM 
GEE & CO (PUBLISHERS) LIMITED 
151 Strand, London WC2. Telephone 01—836 0832 


Please supply ...........................- copy/ies of GUIDE TO THE ÁCCOUNTING REQUIREMENTS OF THE 
COMPANIES Acts 1948-1967 at 10s 9d post free. 
Матегапа Address ЖИНЕЛ ООЛО КО ОЛКО ЛГУ a ЛУ ed О да T И 


[BLOCK LETTERS PLEASE] 


Remittance £ 5 d enclosed. 
Accr 12/8/67 
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. This is how Equity & Law аге 
advising the public to seek professional 
advice about life assurance. 





MULT. 














When you find that something’s come. down 
it may well provide faod for thought. 


After a reduction of rates like this 

by a thoroughly sound, old-established, 
life company, don’t be surprised if he 
answers your question unhesitatingly 
in three simple words... Equity & Law. 


Especially if it's a price. But here’s a 
whole range of prices that have come 
down. The new rates of premium for many 
Equity & Law policies really are worth 
thinking about. If you happen to be 
considering life assurance, these improved 
` rates could well offer a distinct advantage 


to you. But don’t take our word for it. Е Q UITY LAW | 


Ask your insurance broker or other 
professional adviser on business matters. SPECIALISTS IN LIFE ASSURANCE 


Equity & Law Life Assurance Society Limited, 20, Lincoln’s Inn Fields, London W.C.2. Branches throughout the United Kingdom 
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Have you read 
any good books lately 7.. 


One in a series of advertisements designed to remind members and non-members 
of the extensive facilities available. 





PUBLICATIONS. 1966 saw the publication of more than a dozen books, booklets and Summer Course 
papers by the Institute and by the General Educational Trust of the Institute. Written by experts, they 
cover a wide variety of subjects ranging from supplements to the Corporation and Capital Gains taxes 
to the educational books available from the Institute's General Educational Trust. The first seven and the 
Trust's Management Information series are available now and the remaining one will be published 
shortly. A list of some publications available is given below. A full list and copies of the booklets are 


available from : 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 





Published by the General 
Educational Trust of the 
Institute 


MANAGEMENT INFORMATION 
Business planning and control 


Research and development — the key to 
future profitability 


The case for marginal costing 


The use of ratios in the study of business 
fluctuations and trends 

The preparation of interim accounts for 
management in the smaller manufacturing 
concern 

Management information and statistical 
method 

Improving the efficiency of an accounting 
department 

The computer as an aid to management 





An audit approach to computers 





Published by the Institute 


TAXATION Supplements 
To the Corporation and Capital Gains Taxes 





Summer Course Booklets 
1964 (Cambridge) 
Estate duty planning. An investor's view 
of company accounts. O. & M. for the 
smaller client 
1965 (Oxford) 
Professional ethics 
1966 (Oxford) 
Co-ordination of finance and manage- 
ment. Present practice and modern 
development in auditing in U.S.A. Some 
aspects of the corporation tax 
1966 (Cambridge) 
Business accountancy principles for 
improving the efficiency of departments 
responsible for servicing management 
The impact of the new tax structure on 
company finance 
The taxation of capital gains 


PRACTICE ADMINISTRATION 

The development of an accounting practice 
Professional practice insurance 

Provision for retirement 


The constitutional arrangements of an 
accountant's practice 


The organisation of a practising account- 
ant's office 


Mergers and associations of professional 
firms 


Towards better fees 


Controls for the effective use of time and 
the keeping of time records 


A practitioner's own taxation problems 


The selection, training and management of 
staff 
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Guiding the Innocent 


NE of the more mysterious emblems of commercial civiliza- 

tion is the rectangular piece of paper known as the share 
certificate. On the surface, as it were, the message it conveys is 
clear. Usually, two gentlemen with undecipherable signatures 
attest under seal that the person whose name and address is 
engrossed in contrastingly copperplate handwriting (although 
even these standards seem to be on the decline) is the registered 
holder of so many classified shares in the company, the name of 
which is inscribed at the top long side of the certificate. 

This is all very well as far as it goes, which is just far enough to 
establish the named person’s title to the shares in question 
provided there are no complications. For evidence of what the 
holder’s rights and obligations are, recourse must be made to the 
documents which define the company’s constitution and, as often 
as not, to professional advisers who are able to interpret these 
documents to the (зо often) innocent shareholder. 

This is particula-ly true in the case of private companies where 
there are restrictions on selling holdings freely and where it is diffi- 
cult to assess the worth of those holdings because they cannot be 
disposed of through the medium of that uncannily sensitive 
barometer of market values, the stock exchange. It is not sur- 
prising, therefore, that a substantial literature of case law has been 
accumulated around the rights — and, almost invariably, at the 
expense — of members of private companies; nor is it surprising 
that, in view of the inconclusive results of many of these cases, 
the aforesaid professional advisers have been reluctant to commit 
their opinions to paper. 

Ап acknowledged expert who has no inhibitions in this respect, 
and rightly so, is Mr 'T. A. HAMILTON BAYNES, M.A., F.C.A., Who, a 
year ago, went so far as to publish an excellent book — one of the 
few of its kind — on share valuations. He recently returned to the 
subject (if indeed he has ever been far away from it) with a paper 
which he gave at the English Institute's summer course at Oxford, 

Compared with the book, the paper is but a jeu d'esprit but the 
deftness of the autaor's style in no way detracts from the quiet 
authority of his observations. He deals principally with problems 
which may arise in private company share valuations but he has, 
also, some useful comments to make on relevant capital gains tax 


. problems and on that new phenomenon of the financial pages — 


price/earnings ratios. We have pleasure in reproducing his 
paper a few pages further on from here, so let Mr HaMILTON 
Baynes speak for himself both to the initiated and to the innocent. 
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COMPANIES АСТ 1967 


| Accounting 
Requirements 


The Balance Sheet 


ECTION 147 of the Companies Act 1948 requires 

a company to keep proper books of account with 
respect to (a) all sums of money received and expended 
by the company and the matters in respect of which the 
receipt and expenditure takes place; (5) all sales and 
purchases of goods by the company; and (c) the assets 
and liabilities of the company. The same section 
provides that proper books of account will not be 
deemed to be kept with respect to these matters unless 
they give a ‘true and fair view’ of the state of the com- 
pany's affairs and explain its transactions. — . 

Similarly, section 149 of the 1948 Act states that 
every balance sheet must give a true and fair view of the 
state of affairs of the company as at the end of its 
financial year; every profit and loss account must give 
a true and fair view of the profit or loss for the financial 
year, and the balance sheet and profit and loss account 
must comply with the requirements of Schedule 8 to 
the 1948 Act so far as applicable. Тһе) emphasis on a 
“true and fair view” overrides any specific requirement 
and this 1s clearly indicated in section 149 (3) of the 
Act' (Palmer's Company Law, 20th edition, pages 603, 
604). The same position obtains under the Companies 
Act 1967, and the many changes made by this Act in 
Schedule 8 to the 1948 Act must be read subject to this 
' overriding requirement. 

In Newton v. Birminghem Small Arms Co ([1906] 
z Ch. 378, 387), BUCKLEY, J., said the words ‘true and 
correct [now fair] view’ bore something of a technical 
meaning, since the purpose of a balance sheet was 
primarily to show that the financial position of the 
company was at least as good as there stated, not to 
show that it was or might not be better. 

'Paragraphs 2 to x1 of Schedule 8 to the 1948 Act 
apply to the balance sheet and paragraphs 12 to 14 to 
the profit and loss account, and are subject to the 
exceptions and modifications provided for by Part II 
of the schedule in the case of a holding company and 
by Part ПТ in the case of special classes of company. 
Schedule 1 to the 1967 Act substantially amends 
Schedule 8 to the 1948 Act and Schedule 2 to the 1967 
Act sets out Schedule 8 as so amended. These amend- 
ments preserve the paragraph numbers of Schedule 8 
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up to the end of Part ITI but there are new paragraphs 
5А, 7A, 12A and 13A and a number of new sub- 
paragraphs. 

'The first сћапре occurs in paragraph 2 (a) of 
Schedule 8 which requires the balance sheet to specify 
any part of the issued capital that consists of redeemable 
preference shares and the earliest date оп which the 
company has power to redeem those shares. As amend- 
ed, the balance sheet must also specify the earliest 
and latest dates on which the company has power to 
redeem those shares, whether they must be redeemed 
in any event or are liable to be redeemed at the option 
of the company and whether any, and if so what, 
premium is payable on redemption. 

Paragraph 4 (x) of Schedule 8 which required the 
reserves, provisions, liabilities and ‘fixed and current 
assets' to be classified under headings appropriate to 
th» company’s business, now refers to ‘assets’, instead 
of ‘fixed and current assets’, and so includes assets 
which are neither fixed nor current. This is made plain 
by paragraph 4 (2) which originally required fixed 
assets to be distinguished from current assets, but now 
requires fixed assets, current assets, and assets that are 
neither fixed nor current to be separately identified. 

Paragraph 5 (1) prescribes the method of arriving at 
the amount of any fixed asset. Paragraph 5 (2) (c) 
originally provided that sub-paragraph (1) should not 
apply to any investments of which the market value 
(or, in the case of investments not having a market 
velue, their value as estimated by the directors) is 
skown either as the amount of the investments or by 
way of note. Now paragraph 5 (2) (c) applies to any 
quoted investments or to any unquoted investments of 
which the value as estimated by the directors is shown 
either as the amount of the investments or by way of 
note. 

Sub-paragraphs (6A) and (6B) of paragraph 11 are 
new. Sub-paragraph (6A) provides that in the case of 
fixed assets whose amount is required to be arrived at 
ir. accordance with paragraph 5 (т) of Schedule 8 and 
is so arrived at by reference to a valuation, the balance 
sheet must state by way of a note or in a statement or 
report annexed the years (so far as they are known to 
the directors) in which the assets were severally valued 
and the several values; and in the case of assets that 
have been valued during the financial year, the names 
02 the persons who valued them or particulars of their 
qualifications for doing so and (whichever is stated) 
the bases of valuation used by them. 

_If there are included amongst fixed assets, under 
any head other than investments, assets that have been 
acquired during the financial year, there must also be 
siown the aggregate amount of the assets so acquired 
аз determined for the purpose of making up the balance 
s3eet and if during that year any fixed assets have been 
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disposed of or destroyed their aggregate value (sub- 
paragraph (6B)). If assets consist of land there must be 
shown how much is ascribable to freehold land and 
how much to leasehold land, and in the case of lease- 
hold land how much is held on long lease, which means 
a lease with an unexpired term of not less than fifty 
years at the end of the financial year, and how much on 
short lease, which means a lease that is not a long lease. 
The term ‘lease’ includes an agreement for a lease. 

Paragraph 5A is also new. It provides that in the 
case of unquoted equity investments in other companies 
whose value as estimated by the directors is not 
separately shown, either individually or collectively, or 
as to some individually and as to the rest collectively, 
there must be stated by way of note to the balance 
sheet, or in a statement or report annexed if not other- 
wise shown (a) the aggregate amount of the company's 
income for the financial year that is ascribable to such 
investments, and (b) the amount of the company's 
share before taxation, and the amount of that share 
after taxation, of the net aggregate amount of the pro- 
fits of the unquoted companies, being profits less losses 
for the several periods to which accounts of the un- 
quoted companies received by the company during its 
financial year related. There must also be shown the 
amount of the company's share of the net aggregate 
amount of the undistributed profits less losses ac- 
cumulated by the unquoted companies since the 
investments in them were made, together with the 
manner in which any losses incurred by the unquoted 
companies have been dealt with in the (owning) com- 
pany's accounts. 

Paragraph 6 originally stated that, subject to a 
proviso, the aggregate amounts respectively of capital 
reserves, revenue reserves and provisions (other than 
provisions for depreciation, renewals or diminution in 
value of assets) were to be shown under separate 
headings. Now this paragraph refers to reserves and 
provisions without distinguishing between capital 
reserves and revenue reserves. Similarly, in paragraph 
7 (1) (а) and (5) ‘reserves’ is used instead of capital and/ 
or revenue reserves. In paragraph 27 (1) (6) the term 
*reserve' is defined as before except that it now in- 
cludes any sum set aside for the purpose of its being 
used to prevent undue fluctuations in charges ior 
taxation. А new paragraph 7A provides that if an 
amount is set aside for such purpose it must be stated. 

The original paragraph 8 (1) (а) provided that there 
should be shown under separate headings in the 
balance sheet the aggregate amounts respectively of 
the company's trade investments, quoted investments 
other than trade investments and unquoted invest- 
ments other than trade investments. This now reads: 
*the aggregate amounts respectively of the company's 
quoted investments and unquoted investments'. 
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Originally paragraph 8 (1) (2) simply required the 
aggregate amount of bank loans and overdrafts to be 
shown in the balance sheet. Now there must be shown 
in addition the aggregate amount of loans made to the 
company which (т) are repayable otherwise than by 
instalments and fall due for repayment after the ex- 
piration of the period of five years beginning with the 
day immediately after the expiration of the financial 
year, or (2) are repayable by instalments any of which 
fall due for payment after the expiration of that period 
(but excluding in either case bank loans or overdrafts). 

A new sub-paragraph 8 (4) requires the balance 
sheet to state in relation to each loan under sub-para- 
graph 8 (1) (d) (other than a bank loan or overdraft) 
by way of note if not otherwise stated, the terms on 
which the loan is repayable and the rate of interest 
payable. But if the number of loans is such that, in the 
opinion of the directors, compliance with this require- 
ment would result in a statement of excessive length, it 
will be sufficient to give a general indication of the terms 
on which the loans are repayable and the rates of interest 
payable. Paragraph 8 (1) (e) originally required the 
balance sheet to show the net aggregate amount (after 
deduction of income tax) which was recommended by 
way of dividend. Now, as a result of Case F, it requires 
the balance sheet to show the aggregate amount before 
deduction of income tax. 

Paragraph 11 (6) required the balance sheet to state 
by way of note, or in a statement or report annexed, 
where practicable, the aggregate amount or estimated 
amount, if material, of contracts for capital expenditure 
so far as not provided for. This sub-paragraph now 
requires in addition a note of the aggregate amount or 
estimated amount of capital expenditure authorized by 
the directors but not contracted for. 

If a sum set aside for the purpose of its being used to 
prevent undue fluctuations in charges for taxation has 
been used during the financial year for another pur- 
pose, the amount and the fact that it has been so used 
must be shown (paragraph 11 (8A)). And if the 
amount carried forward for stock-in-trade or work in 
progress is material for the appreciation by members of 
the company's state of affairs or of its profit or loss for 
the financial year, the manner in which that amount has 
been computed must also be shown (paragraph 11 (8B)). 


CORRECTION 


In the issue of August sth, page 158, col. 1, line 
та, the words 'other than the one relating to the 
number of employees' were incluced in error. None of 
sections 16 to 20 inclusive applies to directors’ reports 
in respect of a financial year ending before that section 
comes into operation. 
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FINANCE АСТ 1967 


Premiums апа 
Betterment Levy – | 


LIRE Schedule A tax was abolished by the 
Finance Act 1963, a landlord who took a premium 
normally escaped tax on it. In so far as the payment of 
the premium was reflected in the Schedule A assess- 
ment, it was the occupier who paid the income tax on 
the premium element. The Act of 1963 contains a 
complicated code for imposing tax on premiums and on 
what might be called disguised premiums. There are 
provisions for the deduction of certain expenses in 
arriving at the amount chargeable to income tax under 
Case VIII of Schedule D, but these do not include any 
general provision which would cover betterment levy 
paid by the landlord or other taxable person. 

The Minister has repeatedly asserted in Parliament 
that betterment levy is not a tax; and there is no pro- 
vision under which the levy itself can be set off against 
the income tax on the same premium. However, the 
Government has accepted the logic of the fact that if 
one pays (say) 40 per cent betterment levy on a {100 
premium, one cannot then be expected to bring the 
whole {roo into account again for the purpose of 
income tax. Therefore, section 34 (1) and paragraph 1 
of Schedule 15 to the Finance Act 1967 provide for the 
deduction, frora the premium or quasi-premium, of the 
betterment levy appropriate to it. 

Although the legislation is contained in a single 
paragraph of Schedule 15, it is by no means simple; the 
paragraph contains fourteen sub-paragraphs and ex- 
tends for more than two pages. Sub-paragraph (1) 
deals with the simple case of an actual premium which 
is brought into charge to income tax by section 22 (1) of 
the Finance Act 1963. It directs that the premium is to 
be reduced, for the purpose of section 22 (1) by ‘the 
amount of betterment levy charged on the premium’. 

The phrase quoted is defined by paragraph 1 (4). 
First one must ascertain the total betterment levy 
charged under Case B on the grant of the lease. Then 
one must ascertain the aggregate amount of the con- 
sideration for the grant as computed for the purpose of 
charging levy. This is called ‘B’, which must not be 
confused with Case B. Into B will have been brought 
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the capital value of the premium payable to the land- 
lord (Land Commission Act 1967, Schedule 4, para- 
graph 7). This is called ‘A’. The proportion of the 


levy ‘charged on the premium’ is the fraction 4 of the 
Vy 5 Р B 


premium itself. This fraction of the premium is 
deducted before arriving at the fraction enjoined by 
section 22 (1) of the 1963 Act, so that in effect the 
betterment levy is further cut down for the purpose of 
allowances against Case VIII. 

Where a premium is received in instalments, the 
landlord may claim to be assessed to income tax on the 
footing that each instalment is rent (Finance Act 1963, 
section 22 (6)). In that event, each instalment is to be 
reduced by the same fraction as above (sub-paragraph 
(2)). ТЕ each instalment is reduced in this way, then it is 
only the reduced amount which is exempted from in- 
clusion in a Case I assessment on trading profits pur- 
suant to section 29 (6) (b) of the Finance Act 1963. 
(sub-paragraph (3)). 

It may be that the grantee of the lease is under an 
obligation to carry out works on the land, the benefit of 
which works will accrue to the landlord on the termi- 
nation of the lease (the Leasehold Reform Act per- 
mitting). Section 22 (2) of the 1963 Act provides for the 
computation of a notional premium on this account. 
If the obligation is also brought into account under 
paragraph 7 of Schedule 4 to the Land Commission 
Act 1967 for the purpose of computing levy, then the 
same apportionment and deduction has to be made as 
in the case of a real premium (sub-paragraph (5)). The 
sub-paragraph goes on to say that references in para- 
graph 1 to ‘premiums’ are to be construed accordingly, 
і.е. to include these notional premiums. 

Another kind of disguised premium which is the 
target of section 22 of the Finance Act 1963 is the sum 
which a tenant pays as a quid pro quo for varying the 
terms of a lease in his favour, or waiving one of the 
terms to which he is subject. If the consideration is 
increased rent there is no problem, but the consider- 
ation may be a lump sum which is demonstrably not 
rent. Section 22 (4) provides, in effect, that this sum is 
to be treated as a premium covering the same period as 
the period for which the terms of the lease are varied, 
so the income tax under Case VIII is computed and 
charged accordingly. As the variation is not the grant 
of a lease, there can be no betterment levy under Case 
B. But there can be levy under Case E or under Case Е. 
Paragraph т (6) of the new Act therefore provides for a 
corresponding proportionate reduction in the amount 
of ‘premium’ brought into account for section 22 
purposes. If the levy is under the sweep-up Case F, 
then there is to ђе ‘such adjustment of the consideration 
...as may be appropriate. Here again the sub- 
paragraph concludes with an extension of the meaning 
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of the word ‘premium’ as used in paragraph 1; referen- 
ces to “а premium’ are to be construed ‘accordingly’. 
Case VIII assessments can only be made, broadly 
speaking, on persons owning land. Sections 23-24 of 
the Finance Act 1963 provide for corresponding 
assessments under Case VI in cases where a lease is 
granted at an undervalue and then assigned, or a sale 
is made subject to the right to a reconveyance. An 
assignment of a lease, and a fortiori a sale, can attract 
levy under Case A. The taxable amount which has to 
be computed under section 23 or section 24 might 
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include an amount on which such levy has been charged. 
Therefore sub-paragraph (7) provides for the reduc- 
tion of the taxable amount, for Case VI purposes, ‘by: 
so much of the principal amount of any betterment 
levy under Case A charged on the assignment or sale 
on which the charge to tax arises as is attributable to 
the taxable amount’. As before, this reduction is made 
before the apportionment by reference to the length of. 
the lease or of the period between sale and reconvey- 
ance. 


(To be concluded.) 





Current 
Affairs 


Productivity, Prices and Incomes 


OR obvious reasons, views on the success or 

otherwise of the Government's economic policy 
will differ widely. The latest report from the National 
Economic Development Council entitled Productivity, 
Prices and Incomes: A General Review 1966 (H.M.S.O., 
price 4s 64) will provide ample facts for protagonists in 
this particular debate. 

According to the report, productivity has grown in 
recent years at an estimated average of 2°; per cent 
per annum, while over the last six years the gross 
domestic product has risen annually by an average of 
3'3 per cent. Whatever satisfaction may be derived 
from these figures it is sharply modified by the fact, 
as the review shows, that competing industrial nations 
have rather better records in these respects. 

More pertinent to Britain’s immediate problems is 
the review’s findings on earnings and prices. During 
1964 and 1965, asa result of the reduction in the working 
week, hourly earnings rose relatively to a growth in 
output, although the ‘freeze’ brought about some 
improvement in the latter part of 1966. During that 
year prices generally rose by 4:1 per cent- only 
marginally less than during the previous year. This 
was due in part to the 'regulator' and the selective 


employment tax, as well as higher labour costs. Retail 


prices rose 3 per cent in the first half of 1966, com- 
pared with 4-6 per cent during 1965, but the standstill 
in 1966 reduced the rate of increase over the year to 
4:8 per cent. . 

Prices during 1966 rose significantly less than they 
did in the previous year. But even so the increase was 
well up to the average for earlier years. Export prices 
rose by 3:5 per cent in 1966, with a consequent 
increase in exporters! profit margins. In the second 
half of 1966, exporters regained much of the loss 
which they had sustained in the first half of 1966 as the 
result of the seamen's strike. | 

The fact that trading profits in 1966 were nearly 
5 per cent lower and dividends more than 3 per cent 
lower than in the previous year, was the inevitable 
outcome of the squeeze coupled with higher labour 
costs. 


Successful Estate Duty Scheme 


Домо method of mitigating estate duty on 
an inter vivos gift is to bring into existence a life 
policy in which the donor has no beneficial interest, 
so that on the donor’s death within the statutory five 
years, the policy does not fall to be aggregated with the 
donor’s free estate. The Inland Revenue have now 
attacked this device in the High Court but without 
success (Ralli Bros Trustee Co Ltd v. C.I.R.). 

In 1961 Mrs Mary Ralli wrote to a Mr Turvey who 
was the secretary of the plaintiff company and her ‘man 
of business’, saying that she had decided to effect. 
insurance policies for certain members of her family 
and appointing the company trustee. On October r2th, 
1961, she executed settlements of the policies and on 
the same day Mr Turvey signed a proposal form in the. 
company's папе, The settlements contained covenants 
by Mrs Ralli that she would cause the policies to Бе, 
issued. 

One only of the settlements was taken before the 
Court. Under it Mrs Ralli covenanted to insure her. 
life for £1,215,175. On October 13th, 1961, Mr Turvey. 
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delivered the proposal and a cheque for /т59,142 to 
the insurance company. Mrs Ralli’s account with the 
company was later debited by that amount plus 
commission. 

Mrs Ralli died some two months later, when the 
amount payable under the policy was £100,000. This 
was well within the statutory five years for inter vivos 
gifts. The Inland Revenue claimed estate duty on the 
footing that the gift was a g-ft of money amounting to 
£159,142 and, of course, the money was property in 
which she clearly had had an interest. 

If the Revenue claim had succeeded, the donees 
would have fared badly ; thez would not only have lost 
the £59,142 which went to the insurance company 
but they would have had to pay estate duty on it as 
well. However, Мг Justice Goff held that the gift was 
a gift of the policy in which Mrs Ralli never had an 
interest. Consequently the amount ‘passing’ was only 
£100,000 and it did not fall to be aggregated with Mrs 
Ralli's estate. 


Annua! Report on Bankruptcy 


HE Board of 'Trade’s аппџа! report on bankruptcy 

published last week! shcws that in 1966 there were 
administered in England апа Wales 3,706 receiving 
orders and administration orders, an increase of 302 
compared with 1965. 

Тће principal groups cf trades and occupations 
affected were builders, directors and promoters of. 
companies, grocery and provision retailers, farmers, 
restaurant and snack bar proprietors, hotel keepers 
and publicans, road hauage contractors, painters 





*Bankruptcy General Annual Report for the Year 1966. H.M.S.O., 
price 45. 


Tax Institute's Fellovyship 
Prize-winner : 
AC a recent meeting of the 

Council oi The Institute of 
Taxation, the President of the 
Institute, Mr George Whillans, 
F.LB., F.T.LI., presented to Mr J. В. 
Bolster, A.C.A., F.T.LI. (right) the 
Institute’s Fellowship Prize in re- 
spect of the examinations held in 
May. 

Mr Bolster, who is wit: Derby- 
shire & Co, Chartered Accountants, 
of London, was admitted to 
membership of The Ins-itute of 
Chartered Accountants in England 
and Wales in 1958. 
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and decorators, confectioners-tobacconists-newsagents, 
vegetable and fruit retailers, and retail distributors of 
clothing and drapery. These eleven groups accounted 
for 1,649 failures. 

The number of estates in which official and non- 
official trustees were released in 1966 totalled 3,290, 
compared with 3,724 in 1965 and 4,163 in 1964. 
Details are given in the report of the final financial 
results of their administration. 

The report also contains details of the result of 814 
debtors’ applications for discharge dealt with during 
the year (846 in 1965) and of the 189 prosecutions 
concluded in respect of bankruptcy and other offences 
reported by the Official Receivers (185 in 1965), 
together with information on the 200 deeds of arrange- 
ment registered іп 1966--six fewer than in 1965 — 
and of the 230 deeds of arrangement in respect of which 
final accounts were rendered (207 in 1965). 


Estate Duty: Repayments of Tax as 
Between Husband and Wife 


HE Board of Inland Revenue have had under 

consideration the implications of the decision in 
In те Cameron, Kingsley v. С.І.К. ([1967] Ch. 1), which 
related to the beneficial entitlement to a repayment of 
tax where a husband and wife were living together and 
there had been no separate assessment. For the con- 
venience of those concerned in the administration of 
estates of deceased persons, the Board have announced 
that in its view the principles indicated below offer a 
proper basis upon which to establish what part, if any, 
of such a repayment of tax belongs to the estate of a 
deceased husband or wife so as to be chargeable with 
estate duty in connection with that death. The 
Estate Duty Office practice now follows these principles. 





August 19th, 1967 


Where either the husband or the wife has died and at 
the death a net sum was due to the husband by way of 
repayment of income tax or surtax, he or his personal 


representatives will be regarded as holding the right to. 


that net sum on trust for his wife or her representatives 
to the extent that it relates to a source of her income 
(not being a source of income the tax on which was 
met by the husband out of his own pocket). To that 
extent the right to the net sum will constitute an asset 
of the wife’s estate (if she has died) and not of the 
husband’s estate (if he has died). 


7 
ACCOUNTANT 


223 


Where necessary, the amount due to the wife will be 
ascertained on the footing of an equitable apportion- 
ment between husband and wife of the amount of the 
repayment, normally on the basis of a notional separate 
assessment of their liabilities to tax. 

The Board are advised that the decision in In re 
Cameron does not have any wider application to the law 
of income tax and in particular that it does not authorize 
the making of any adjustments of tax liabilities as 
between husband and wife (cf. In re Ward, Harrison v. 
Ward ([1922] т Ch. 517). 





This is My Life 


by An Industrious Accountant 


IAISON between Accounts and Scotty, our sales 

manager, has deteriorated more than somewhat of 
late. The fault, naturally, is Scotty’s. He got the lines of 
communication so inextricably tangled up, in his efforts 
to be smarter than everybody else, that only drastic 
measures could remedy the shambles. 

The initial procedure was simple enough. The 
accountant in charge of the departmental trading 
records is responsible for reporting regularly the figures 
for sales, purchases, stock-in-trade, etc. – actual against 
budgets — to the various section heads. Being corpulent 
and lazy, he delegated the detail work to his number 
two, intervening seldom — and then only at controversy 
level. Thus far, he was at fault. 

His number two, ambitious to a degree, nourished 
the direct approach and overtly endeavoured to side- 
track his boss. This was another error on our part. 
Meantime Scotty, being blest with restless but sporadic 
energy, was 'phoning.the punched-card supervisor for 
off-the-cuff tabulations. A head-on collision was in- 
evitable and the results were unpleasant. Comments 
varying from ‘I wasn’t told he wanted the returns 
deducted’ to ‘you damn little empire-builder’, exacer- 
bated the personal tension. 

After much argument we tried a remedy which I 
didn’t really like but which everybody else supported. 
We assigned one of our assistant accountants to be 
Scotty’s right-hand man, in order to centralize and 
co-ordinate all the sales manager’s foolish, and/or 
brilliant, brainwaves. “ГІ ha’e the laddie sitting in at 
all my meetings’, said Scotty. ‘He can gie us your 
Accounts’ views first hand and save us a’ a mint of 
phoning or running round for figures’. 

Well, I didn’t like to refuse to try out the scheme 
but I had forebodings. Still, it seemed to work well at 
first, judging by grapevine comment. In addition, the 
assistant accountant visited me regularly to report 


progress. He’d explained cost theories at salesmen’s 
meetings, he said, and conditioned their thinking 
towards accepting budgets as something less than 
hostile missiles. He’d improved human contacts and 
relationships, which were previously bedevilled with 
suspicious jibes, and prepared numerous informative 
wall-graphs of startling colour and complexity. 

It was perhaps unreasonable of his colleagues back in 
Accounts to grumble that the assistant accountant was 
having life soft – devoid of real responsibility, sitting in 
at meetings with his feet up and chatting to all and sun- 
dry. Anything he could do, they muttered, they could 
have done better. 

They grumbled even more loudly when Scotty gave 
the assistant accountant an office to himself, and later a 
junior salesman to be trained in interpreting our 
figures. By then our erstwhile protégé was doing a 
chameleon act. Official accounting thought, he де- 
clared, tended to be too rigid, as well as obsolete in 
form. 

The objective should be to help the salesmen get 
what they wanted, not to impose alien ideas on them. 
Why should they be tied to budgets, or expected to 
phase their targeted markets over different months? 
Advertising expenditure shouldn’t be judged wholly by 
analyses of results : there were too many unknown factors 
which could affect sales trends, and so on. He sounded 
as if he was being well brain-washed. Anyhow, he said, 
Scotty wanted all financial statements to be channelled 
through him in future, so that he could adjust them as 
necessary. Incidentally, he needed a good junior 
— or possibly two — to do the work on the actual 
figures, while he himself concentrated on establishing 
overall sales objectives at top level and reviewing basic 
policies. | 

Ву then, as in the Pied Piper’s case, the grumbling 
grew to a mighty rumbling, and the managing director 
intervened in no uncertain manner to ask Scotty if he 
was planning a take-over of the Accounts Department. 
Or perhaps, he suggested with sarcastic impartiality, 
Accounts were seeking control of marketing? Anyhow, 
duplication of jobs was not acceptable. So we all sat 
down, rather chastened, to learn from our mistakes and 
to start again. 
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The Innocent Shareholder and the 


Vaiue of his Shares 


by Т. A. HAMILTON BAYNES, M.A., F.C.A. 


*Sir, 

I have always thought that the object of preparing a 
balance sheet was to show the proprietor the value of 
his business. . . . Is not the goal to prepare a balance 
sheet which shows the net worth of an undertaking? . . .' 


HERE are no doubt many innocent shareholders who 

share the views of this correspondent to The Accountant, 
but shareholders, especially those in private companies, 
have many failings. How many, for instance, have any idea 
what rights they possess under the articles of association? 
It is probably true that few could say what they would 
expect to find in such a document. Quite apart from the 
value of his shares does the innocent shareholder know how 
he could dispose of them if he wished to do so? 

With regard to capital gains tax he probably supposes 
that this does not apply to his shares, and, should there be 
a take-over bid, he would be still further out of his depth if 
asked whether he were making an election. 

Would he be aware of the privileges and dangers of having 
control? Or, worse still, of ‘Powers equivalent to control’? 

This paper is an attempt to help advisers of innocent 
shareholders whe, it is hoped, will appreciate that it is their 
accountant who has all the answers. 

A fundamental question which every valuer of shares 
must ask himself is what are the inducements which might 
prompt a purchaser. The London Stock Exchange com- 
missioned a survey to ascertain the investment habits of 
the adult population. The survey, carried out in the autumn 
of 1965, was based upon a large quota sample of 3,154 
interviews. Among many stetistics produced it appeared 
that 43 per cent of investors purchased shares in the 
expectation that they would appreciate in capital value over 
a period of time, whereas only 4 per cent were concerned 
to receive a steady income. What is not stated, but what 1s 
obvious, is that this 43 per cent were aware that at any 
inoment they could telephone their broker and ask him to 
sell their shares. This is just what the shareholder in a 
private company cannot do. The purchaser of a minority 
interest in a private company must therefore look for a 
return on his investment in the form of a dividend, but if 
there are no dividends and no likelihood of dividends in 
the near future his only inducement would be: 


(a) to buy at such a price as to realize a substantial profit 
if the company were to go into liquidation or receive 
a take-over bid, or 


(5) to hope that he might have an opportunity at some 
future date to add to his holding with the object of 
gaining control. 





Norz: References, unless otherwise stated, are to the Finance Act 
1965. . 


The share register 


It is with this second alternative in mind that the share 
register assumes importance. The innocent shareholder 
probably has no idea who or how many are the other mem- 
bers of his company, and it would not occur to him that the 
answer might affect the value of his shares. 

Articles of association usually provide that a member 
wishing to sell his shares is restricted to existing members. 
He is therefore attempting to sell in a limited market; if 
there are thirty members he is less restricted than if there 
are only three. Even so he may be met with the usual clause 
that 'the directors may at any time in their absolute and 
uncontrolled discretion refuse to register any transfer of 
shares'. If the articles provide that should no member be 
willing to buy, an outsider may be found, this directors' 
discretion may prove a stumbling block. 


re Smith & Fawcett Ltd! 


Here Lord Greene, M.R., gave the views of the Court that 
it was perfectly proper for the directors to refuse to register 
a transfer. "The principal director had sworn an affidavit 
which, if accepted, made it clear, that rightly or wrongly, the 
directors had bona fide considered the interests of the com- 
pany and come to the conclusion that it would be un- 
desirable to register the totality of those shares. Не was 
satisfied there were no grounds for saying that the directors' 
refusal had been due to anything but a bona fide considera- 
tion of the interests of the company as the directors saw them. 

A purchaser, then, who hopes he may obtain control may 
meet with the refusal approved of by Lord Greene. 


Partnership and private company 


It is important for the innocent shareholder to appreciate 
the reasons why his shares in a company are very different 
from his share in a partnership. Аз the Estate Duty Office 


1 ([1942] 1 AIL E.R. 542.) 
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are always claiming that some companies are quasi- 
partnerships it is necessary to consider this claim. There 
are a few obvious differences: a company continues for as 
long as the holders of 75 per cent of the shares desire: a 
partnership usually is determined by effluxion of time, or 
on the death of a partner. The method of arriving at a 
partner’s share is usually to be found in the partnership 
deed. 

In order to obtain the advantages of limited liability a 
partnership may become a limited company, in which case 
the articles often attempt to substitute the provisions of the 
partnership deed, with varying degrees of success. The three 
shareholders in a private company were, in effect, three 
partners. The case of Dean v. Prince showed how difficult 
it was on the death of one of them to give effect to the 
article which allowed for just such a contingency. This 
article provided that the two surviving directors should 
purchase the shares of the deceased director at ‘the fair 
value’, defined as ‘the auditor's valuation of the current 
worth of the company’s shares’. It needed the Court of 
Appeal to decide what this should be. 

Judges have referred to similarities between partnerships 
and private limited companies. In re Smith Ф Fawcett Ltd 
(mentioned above) Lord Greene had this to say: 


‘Private companies are, of course, separate entities in 
law just as much as are public companies, but from the 
business and personal point of view they are much more 
analogous to partnerships than to public corporations. 
Accordingly it is to be expected that in the articles of such 
company, the control of the directors over the member- 
ship may be very strict indeed. There are very good 
business reasons, or there may be very good business 
reasons, why those who bring such companies into exist- 
ence should give them a constitution which gives powers 
of the widest description.’ 


re Lundie Brothers Ltd? 


This was another case where the judge referred to the 
similarity, and yet essential difference, between a partner- 
ship and a private company. The two Lundie brothers and 
Mr Blackmore were all working directors. They all had an 
equal financial stake in the company but, owing to an issue 
of B shares which entitled the shareholder to votes but not 
to dividends, the Lundie brothers on the one hand, and 
Mr Blackmore on the other hand had an equal number of 
votes. That, however, was subject to a casting vote by the 
chairman. This vote was exercised to exclude Mr 
Blackmore. 


Plowman, J., said: 


©. . . if this were a partnership and not a company I should 
have no hesitation in concluding that Mr Blackmore is 
entitled to an order for. dissolution on the ground that the 
termination of his employment as a working partner was 
an unjustified exclusion of him from the partnership 
business . . .' 


He continued: 


‘His main grievance is . . . that he has been ousted as а 
working director. That, it seems to me, has nothing to do 
with his status as a shareholder.’ 


The result was that his claim as a shareholder under 
section 210 failed, but his claim as an oppressed director 
succeeded and a winding-up under section 222 ensued. 





3 ([1965] 2 All E.R. 692.) 
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in re Percy Crossman deceased 


So far as the valuation of shares for probate purposes is 
concerned the concept that in many cases a private com- 
pany is similar to a partnership was shattered as the result 
of the decision, by the narrow majority of three to two, in 
the House of Lords. In the Court of Appeal (13 A.T.C. 
326), the Master of the Rolls, dissenting from the views 
of his two colleagues, said: 

‘It is not easy to affirm that some private and exceptional 
method of confining the possession of certain property to 
members of a family or the special devices for ascertaining 
the amount to be paid by one member of that family to 
another . . . ought to be allowed to depreciate the quota 
to be paid upon that property which, in the hands of 
members of the family, provides them with an income and 
wealth that if measured by the crdinary standards would 
reach a figure at least half as high again as that which the 
family estimate of the sum to be paid allows.’ 

As this view was upheld it has been necessary to perform 
‘a feat of imagination’ as to what an outsider, not just a 
member of the family, would pay for the shares. For 
probate purposes the cosy idea of 2 partnership is out. 


The hypothetical purchaser 


Judges who have given their views on this strange person 
seem generally agreed that he would be unlikely to be wel- 
comed by the board or the existing members. He has been 
referred to as an intruder, even a detested intruder. As no 
one is likely to enter into partnership with an intruder, the 
concept of treating him as if he were about to become a 
partner must surely be rejected. This is important in that 
he cannot demand, and will not be given, a seat on the 
board. 

Experience shows that the most difficult share valuations 
for probate or capital gains tax purposes are the larger 
holdings of, say, 40 per cent to 50 per cent of the equity. 
One of the reasons is that neither executors nor the Estate 
Duty Office have decided to incur the expense and delay 
of bringing such a valuation before the Courts, so there is no 
official guide to help the valuer. 

The attitude of the Estate Duty Office is that such a 
holding must be valued with a close regard to the overall 
value of the business. Secondly, earnings cover is more 
important, especially if distributions remain small and 
retentions large which must resu:t in enhancing the value 
of the investment more than a policy of generous distri- 
butions. Thirdly, the Estate Duty Office like to find a 
somewhat similar company and compare quoted yields. 
Finally they claim that the holder of, say, 45 per cent to 
50 per cent of the issued capital could never be completely 
without influence. 

Executors counter these arguments. They do not agree 
that the hypothetical purchaser must have a close regard 
to the overall value of the business, meaning the asset 
position. Assets which he cannot touch are of little use to 
him except so far as they ensure the continuation of future 
dividends. Secondly, ‘enhancing the value of the invest- 
ment’ is of no practical value to the purchaser if he cannot 
readily sell his shares to realize the enhanced value. The 
comparison with other companies has been frowned upon 
by judges; and it is submitted that a holder of even 50 per 
cent interest can be completely without influence if the 
board choose to regard him as an intruder. 

i It is necessary to consider these arguments in greater 
etail. 
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Balance sheet 


A great deal of thought has been given to answer the 
question posed by the writer to The Accountant quoted 
above. Both the Cohen Committee in 1945 and the Jenkins 
Committee in 1962 agreed that it was not the function of a 
balance sheet to show the worth of an undertaking. The 
Jenkins Committee supported the views of the Institute 
who have been at pains to reduce to a minimum the extent 
to which the accounts can be affected by the opinions of 
those responsible for them. The Institute expressed its 
views as follows: 


"Phe primary purpose of the annual accounts of a 
business is to present information to the proprietors, show- 
ing how their funds have been utilized and the profits 
derived from such use. It has long been accepted in 
accounting practice that a balance sheet prepared for this 
purpose is an historical record and not a statement of 
current worth. Stated briefly its function is to show in 
monetary terms the capital, reserves and liabilities of a 
business at the date as at which it is prepared and the 
manner in which the total moneys representing them have 
been distributec over the several types of assets... 

‘An important feature of the historical cost basis of pre- 
paring annual accounts is that it reduces to a minimum the 
extent to which the accounts can be affected by the personal 
opinions of those responsible for them. For example, the 
cost of a fixed asset 1s known, so that in calculating depre- 
ciation provisions based on that cost the only respects in 
which estimates enter into the matter are in relation to the 
probable useful life of the asset and its realizable value, if 
any, at the end of its life. Depreciation provisions com- 
puted on this basis are intended, by making charges against 
revenue over the useful life of an asset, to amortize the 
capital expenditure incurred in acquiring it. For this pur- 
pose, estimates of current value or of replacement cost do 
not arise.’ 


Mr R. Wainwright, F.C.4., M.P., endorsed this ‘primary 
purpose of the annual accounts of a business’ when he 
addressed (innocent?) fellow-members of Parliament: 


‘Company accounts simply are not prepared and cannot 
be expected to be prepared for the enlightenment of 
economists, economics managers, civil servants or the 
admirable staff of '"Neddy" because company accounts 
have to be prepared for the benefit of the proprietors. The 
exercise of the company accountants’ judgment is for the 
information of those who have supplied the original funds 
and those who have a proprietorial interest in the business. 
It is for this reason that nowadays no accountant dreams of 
presenting to a works manager, for instance historical 
accounts which have been provided simply for share- 
holders.’ (Hansard, February 14th, 1967.) 

It appears that even if the innocent shareholder accepts 
the bewildering fact that a balance sheet does not give him 
the true worth of his company he thinks that he has only to 
find the true worth of the assets to calculate the value of 


his shares. His touching faith in the value of assets is. 


shared by officials of the Estate Duty Office who seek to 
call in aid the services of the district valuer whenever a 
holding of over, say, 40 per cent has to be valued. 

District valuers are experts but it is as well to realize that 
there is no intrinsic value in most fixed assets and that 
valuation of property is no more than intelligent guess- 
work. So far as it is possible to compare one property with 
another this is justified. Thus in a row of houses which are 
constantly changing hands it is not difficult to arrive with 
reasonable accuracy at the value of any one of them. When 
it comes to industrial property it is more difficult, especially 
if the property has been designed for a particular industry 
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and cannot easily be converted for other purposes. A flour 
mil may theoretically be valuable but if the mill ceases to 
make profits and the directors decide to sell, a valuation 
car. be little more than guesswork. Thus so far from the 
shareholders of the milling company having a valuable 
ass2t in the mill the asset is only valuable if there are profits 
to justify it. To value the mill would be an intolerable 
burden to place annually on a valuer of such property. 

Having suggested above that a partnership and a private 
coripany, however superficially alike, are in a valuation 
cortext totally different, it is only necessary to remind the 
innocent shareholder that the worth of his share, so far as it 
depends on asset values, can only be measured by his 
powers to control those asset values. If he possesses 50 per 
cent or less of the votes he can only make his views known 
to those who control the company. With this in mind con- 
sider the following query to Taxation from another inno- 
cent shareholder: 


‘An exempt private company has two shareholders, A 
and B (father and son), both directors. The authorized 
capital comprises 20,000 ordinary shares of £1 each, 
15,000 issued, of which A holds 14,000 and B 1,000 shares 
respectively. The 15,000 shares were original allotments at 
par on the formation of the company in 1957, their 
"market" value at April sth, 1965, being £5 each, and at 
the present time £6 each...’ 


The actual query to which two excellent answers were 
putlished, is of no concern, but what is surprising is that 
neither the querist nor the two who replied appeared to have 
not:ced the completely erroneous use of the words ‘market’ 
value. Assuming that either А or B died or that either 
wished to ‘market’ his shares it would soon become clear 
that the probate value or the market value in an assumed 
market would show that A's shares and B's shares would 
command very different prices. A's shares control the 
assets; B's shares control nothing. 


Earnings cover 


'The suggestion that the value of the shares is increased by 
good earnings cover is true, but to a limited extent. In 
theory good earnings cover means good retentions with 
greeter resources for development or expansion. Good 
earrings cover provides a cushion so that dividends can 
continue if the earnings decline. What is important is to 
remember that a purchaser who pays an inflated price 
obteins a smaller dividend yield. Thus supposing because 
of the good earnings cover a purchaser pays a price which 
yields him only 5 per cent whereas in a private company 
he would normally expect 12 per cent, he is annually 
sacrificing a 7 per cent return. If in fact the company con- 
tinuss with the same dividends and the same retentions, in 
the course of ten years he would be £70 (less tax) worse off 
for every {100 invested. It may be of small satisfaction to 
know that the value of his investment has meanwhile been 
enhanced. 


Yields on shares in public companies 


Altkough judges have always rejected attempts to compare 
yields oa shares in public companies with yields on shares in 
private companies, there are those who think there is 
something to be gained by such comparisons. 

The Lord Chancellor in the Crossman case said that with 
no -estrictions (ie. if quoted on a Stock Exchange) he 
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“One month's notice of 
withdrawal must be given” 


Forget it! 


You don’t need us to tell you that your money’s as safe as houses 
in a good building society. 


41% on paid-up shares. Income tax paid. A good steady return. 
And absolute security. Well, that’s fine. 


But at the Leicester Permanent we recognise that you don’t want to 
leave your money with us indefinitely ! You’re going to want it 
(от part of it) some day. And when you do, you'll probably 
want it in a hurry. 


Now that doesn't cause a ripple at the Leicester Permanent. 


Except ühder very rare circumstances, you can withdraw your money 
without notice. No humming and hawing. No raised eyebrows. 
No obstructionism from the people behind the counter. | 





Really, you can regard your account with. 
us as a sort of glorified bank account. You can get 
your money out quickly when 
you need it. And until you do, it's 


cu асе, 1 Leicester Permanent 
Doesn't that sound like the Building Society 


ideal arrangement to you ja Member of the Building Societies Association 


Head Office: Oadby, Leicestershire • London Office: 49 Park Lane, W:1+ City Office: 66 Gresham St., E.C.2 
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From Shield Factors’ Files 
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hat's int’ mail this morning, lad?” 

Young АЈап Dewsbury sighed as his father came 
into their office. “Orders, cheques . . . but not a single useful 
reply to our ‘want-ad’ ” he said, dispiritedly. 

*Nowt? H'm." Old Tom Dewsbury looked glum. Week 
after week they advertised . . . put feelers out . . . passed the 
word around . . . without getting the people they wanted. It 
was downright annoying. In his young days... . 


* * * 


The truth was that Dewsbury Engineering Ltd., whose 
work was highly specialised, had a freehold factory in a small, 
outlying area some way from a bustling, expanding Northern 
town, They had a first-class name and facilities but their 
profit percentage on capital was very small and they'd called 
in consultants who, among other things, had devised a new 
system of costing, management accounting and production 
control. The new system entailed additional staff but the 
increased gross profit would far outweigh the cost. The real 
snag was that the new staff just couldn't be found. Not by 
Dewsbury's, anyway. 


* х х 
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that was starving for 


“The people we want are in good jobs already" said Alan 
as he drove home with his father that evening. *And they 
don't fancy being buried alive out here!" He spoke with 
feeling. He knew. 

“Ауе”, said old Tom. “Нарреп you're right. But we can't 
get new system going till we get staff to do it. Best have a 
word with those consultants. It's their system we're trying 
to operate, any road." 


* * * 


The consultants couldn't provide the staff but they did 
solve the problem. They suggested calling in Shield Factors 
and now Shield have taken over sales accounting, debt col- 
lection and credit control and saved them from account 
rendering (as well as from bad debts). Relieved of these tasks 
the existing staff can cope quite easily with the additional 
work the system calls for—work that, because of their 
experience, they're the best people to do. So, with the new 
system no longer held up by staff shortage, and with access 
to additional finance provided by Shield as well, they're 
expanding. “Ауе, we are an’ all!" says Tom Dewsbury. 


* = * 


CREDIT 
TANG * Details of Shield service are given in 
this booklet: “Credit Factoring", а 
copy of which is waiting for you. 
Write or "phone (asking for Mr. F. R. 
Salinger or for Mr. E. S. Davis) and 

















AM it will be sent to you by return. 


SHIELD FACTORS LTD 


formed by м. M. ROTHSCHILD & SONS, ANGLO-AFRICAN SHIPPING CO. 

(S.A.) LTD., C. T. BOWRING & CO. LTD., EAGLE STAR INSURANCE CO. 

LTD., INDUSTRIAL & COMMERCIAL FINANCE CORPORATION LTD., 
KLEINWORT BENSON LTD. 


Plantation House, Mincing Lane, London, Е.С.3. 
Telephone: 01-623 9236 
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thought the shares might be worth at least twice as much. 
Maguire, J., regarded comparison with quoted shares as 
‘misleading’. He added: 

"The affairs of each company must be considered in 
relation to its own position, its own difficulties and its own 
domestic control.’ 

Danckwerts, J., said he was not impressed with com- 
parison. ‘It proves nothing at all unless you know the par- 
ticular circumstances in each case.’ 


The 50 per cent shareholder 


Where there are two shareholders each of whom owns 
50 per cent of the shares the valuation of the shares of 
either presents great difficulties. ТЕ is true that in the normal 
world no one would purchase a 5o per cent holding without 
a condition that a seat on the board would be forthcoming. 
In the ‘dim world peopled by the indeterminate spirits of 
fictitious or unborn sales' there would be no certainty what- 
ever that a purchaser could make such a bargain. In fact 
the only way of valuing the shares would ђе to assume that 
every obstacle would be put in the way of the intruder 
becoming a director. There would be no opportunity of 
acquiring the one share to give control. In all, it would be 
a most unattractive proposition and the purchaser would 
have to rely on future dividends or a future liquidation. 
This actual position was discussed by Rowlatt, J. 


In re W. Р. Courthope deceased? 


Here the deceased owned 2,000 ordinary shares of {10 each 
out of a total of 4,000 shares, and 1,900 6 per cent prefer- 
ence shares of {10 each out of a total of 4,000 preference 
shares. The balance of the shares was held Бу another 
director. The executors claimed that the ordinary shares, as 
valued under the Finance Act 1894, section 7 (5), should be 
£10 per share; the Crown claimed {19 per share. Rowlatt, 
J., pictured the hypothetical purchaser having considered 
what else he could do with his money and finally, having 
made up his mind to give a certain price, saying to himself: 
‘Well, I may be met with difficulties; I shall not buy a 
controlling interest...’ 

Rowlatt, J., considered that he would only go in for this 
purchase on the footing that if he succeeded in getting the 
company wound up he would make a profit in a few years 
of something like 50 per cent. On that footing he valued the 
shares at £13. 

It is submitted that this is a most useful guide which may 
be applied in cases where there is a substantial holding, 
relatively small profits, but a surplus on the fixed assets as 
valued by the district valuer. 


Control 


The innocent shareholder has to be reminded that it can 
be expensive, in terms of estate duty, for him to die having 
control of his company. 1t is perhaps a sad reflection on 
private companies that the price a willing purchaser would 
pay for shares based on earnings is hardly ever equal to the 
value of the assets. Section 55 of the Finance Act 1940 
provides that on the death of any shareholder having con- 
trol his shares must be valued on an assets bzsis. | 

It is not proposed to discuss all the clauses which may 
lead to an assets valuation. While there are immediate 
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advantages in, for instance, possessing over 50 per cent.of 
the voting power, the disadvantages of a possible assets 
valuation on death does in fact mean that few shareholders 
care to find themselves in that position. Аз the Estate Duty 
Office, perhaps reasonably, assume that all shareholders in 
private companies are seeking to obtain this desirable state, 
it is worth stating that in practice it is doubtful if many 
chartered accountants can find examples in their own offices 
of such enthusiasm. If, however, the hypothetical purchaser 
is to be regarded as an intruder it may be admitted that he is 
likely to look for opportunities to gain control. If he ever 
succeeded it would be the rest of the shareholders he 
might then regard as intruders. 


Powers equivalent to control 


‘The Finance Act 1954, section 29 (2) refers to ‘powers 
equivalent to control the company’. The following caution- 
ary tale will put professional advisers on guard. 

A prosperous family company had developed under the 
direction of father, mother and son. Mother had died leaving 
father and son as directors. It was then pointed out to father 
that he should dispose of some of his shares so as not to die 
in possession of half or more of the capital. ‘This he did, and 
survived the danger period of five years. In failing health 
he was confined, first to his house and then to his bedroom. 
His mental and hearing powers deteriorated and finally he 
died. 

After discussion it had almost been agreed that the shares 
he still retained were worth Хто each when the Estate Duty 
Office asked to see a copy of the articles. The executors 
were shocked to receive a letter saying that as Article 103 
provided that if there were an equal number of directors 
the deceased chairman had a casting vote, it would be 
necessary to revise the valuation to an assets basis on the 
grounds that the deceased had powers equivalent to control. 
This revised valuation would put the deceased's shares at 
about £30 each. 

Article 88 provided that the office of a director shall be 
vacated; 


(А).... 
(B).... 
(C) If he be found lunatic or become of unsound mind, 


At an interview the examiner expressed sympathy, 
especially when the deceased’s doctor certified that in his 
later years the deceased was non compos mentis. Inquiry was 
then made as to who actually signed the minutes. Unfor- 
tunately, alongside a heavily pencilled cross, there were the 
wavering signatures of the old man. 

Counsel’s opinion was sought with electrifying results. 
He referred to the case of Re Bodega Co Lid ([1994] 1 Ch. 
276). This case concerned a director alleged to be acting 
ultra vires. Farwell, J., said: 

‘In my opinion it is quite plain on the words of the 
articles that he ipso facto, or automatically, vacates his 
office, on the act being done. . . . The directors have 
nothing whatever to do with the vacation of the office by 
an event over which they have nothing to do except to 
satisfy themselves that the fact has happened, if the fact 
be put in issue. In this case there is no dispute of fact.’ 
Nor was there any dispute that the deceased had been of 

unsound mind and therefore no longer a director. The 
valuation was agreed at {10 per share. 

The moral is that unless there is any compelling reason 
for anyone to have a casting vote, the power should be 
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removed. In this connection it should be noted that рага- 
graph 98 of Table A includes tae following: ‘In case of an 
equality of votes, the chairmen shall have a second or 
casting vote.’ 


Interest in one-half or more of the shares and 
debentures 


Many shareholders may be awere of the danger of having 
half or more of the shares, but nay be equally unaware of 
the meaning, in this context, of the word ‘debentures’. As 
the result of infletion many private companies find them- 
selves short of working capital. Rather than increase the 
share capital it is common practice for the proprietors to 
advance sums on loan or to Іегуе undrawn remuneration 
which may become a loan. Tkese ‘loans’, for section 55 
purposes, are regarded as ‘debemtures’. It makes no differ- 
ence that the loans have carried no interest. Thus the posi- 
tion may arise where there are two shareholders, each with 
50 per cent of the share capital, but A has lent £5 more to 
the company thar. В. The peculiar result is that if A dies, 
his shares and debentures are velued on an assets basis. If 
B dies, they are not. 


Capital gains tax 
While few shares in private companies change hands as 
the result of sale and purchase yet it is necessary to remind 
the innocent shareholder that zt some future date there 
must be a disposal of his shares, which will lead to an 
examination by an official as to a »ossible gain. The disposal 
will be as a result of: 
(1) sale or take-over, 

(11) gift, 

(iii) death. 

Although there is relief from capital gains tax in certain 
cases on retirement, and althouzh capital gains on death 
will be exempt from tax unless -hey exceed £5,000, there 
will still have to be an investigat-on. 

In order to avoid two different calculations of the valua- 
tion of shares on death, the Act makes it clear that where 
the market value has been determined for capital gains tax 
purposes the same amount is tc be taken for estate duty 
purposes (section 26 (3)). The artificial value put on shares 
which have to be valued on an assets basis under section 55 
of the Finance Act 1940, is excluded (section 26 (4)) so 
valuers will have to learn how to value a controlling interest, 
ie. what a hypothetical purchaser would pay for this con- 
trolling interest. T'his may prove to be the most difficult 
valuation of all. 

As no-one since 1940 has had to estimate what a hypo- 
thetical purchaser would pay for such shares, there is room 
for considerable argument. It ma; well be that a difference 
of opinion between the taxpayer znd the Inland Revenue in 
such a case will need to be determined by a judge as a result 
of an appeal. Àn appeal will in the first instance be made to 
the General or Special Commissicners. Assets will certainly 
play a part but to nothing like the same extent as for 
section 55. 

‚ The assessment of tax on capital gains is undertaken by 
local inspectors of taxes, but the /ајџаноп of shares in un- 
quoted companies is a matter for experts; inspectors would 
never claim to be experts in this particular field. Tt is not 
surprising therefore that all such valuations are referred to 
the officials of the Estate Duty Office who are specialists. 

Та case the innocent shareholder should think that on 
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death the valuation of his shares for capital gains tax pur- 
poses is different from any other valuation, section 44 states 
quite simply that ‘market value’ in relation to any assets 
means the price which those assets might reasonably be 
expected to fetch on a sale in the open market. This is in- 
distinguishable from section 7 (5) of the Finance Act 1894, 
which refers to the price which in the opinion of the Com- 
missioners the property would fetch if sold in the open 
market at the time of the death of the deceased. 

It will thus be seen that it is impossible to value a share 
ү CDI gains tax on a basis different from the normal 

asis. 

Even the innocent shareholder may know that capital 
gains in relation to shares of a company not quoted on a 
stock exchange are calculated on the time-apportionment 
basis. However, it will be necessary in every case to consider 
the question of an ‘election’. The provisions relating to 
‘Election for valuation on April 6th, 1965’ are set out in 
paragraph 25 (1) of the Sixth Schedule. Notice has to be 
given in writing to the inspector within two years from the 
date of the disposal if the disposer elects to substitute 
the value of the shares on April 6th, 1965, and calculate the 
gair: or loss on a straightforward basis from that date. One 
paramount difficulty arises, which may or may not have 
been intentional. Until an election has been made the 
Inland Revenue take the view that they are not concerned 
in agreeing a valuation which may never be used. There 
is some force in this decision but it puts a heavy responsi- 
bility on the valuer in cases where ultimately a judge in the 
High Court may have to decide the value. It will be remem- 
bered that in the Holt case the executors originally put 
forward a figure of 11s 3d countered by the Estate Duty 
Offize who suggested £3. 

After mastering paragraph 25 (т) of the Sixth Schedule 
the valuer comes up against 25 (2). One may sympathize 
witk the parliamentary draftsman who is given instructions 
and told to put them in legal form, but it would be difficult 
to find a paragraph of such unparalleled complexity as 
paragraph 25 (2) of the Sixth Schedule. This reads as 
follcws: 

‘Sub-paragraph (1) shall not apply in relation 10 a dis- 
posal of assets if on the assumption in that sub-paragraph 
a loss would accrue on that disposal to the person making 
the disposal and either a smaller loss or a gain would 
accrue if the said sub-paragraph (1) did not apply, but in 
the case where this sub-paragraph would otherwise sub- 
stitute a gain for a loss it shall be assumed, in relation to 
the disposal that the relevant assets were sold by the 
owner, and immediately re-acquired by him, for a con- 
sideration such that, on the disposal, neither a gain nor a 
loss accrued to the person making the disposal. The dis- 
placement of sub-paragraph (1) above by this sub- 
paragraph shall not be taken as bringing paragraph 24 of 
this Schedule into operation.’ 

The Board of Inland Revenue gave a translation of this 
paragraph in their booklet on capital gains tax: 

“The election is not, however, effective if it would give 
the taxpayer an allowable loss of a greater amount than 
the loss which accrued to him over the whole period of 
ownership of the asset: nor may ће be given relief for a 
loss if a gain accrued over the whole period of ownership.' 

Writers trying to simplify the complications of the Finance 
Act 1965 have discovered that it is easier to interpret the 
Act by examples. The following examples illustrate the 
principles which guide the valuer when to make an election 
and when an election would not be appropriate. 

` Example І assumes that 200 shares acquired at 205 each 
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on April 6th, 1963, were disposed of on April 6th, 1969, 
at 235. 

КК 2 assumes that the same shares were disposed of 
on April 6th, 1969, at 175. ` 

Оп the time-apportionment basis four-sixths of the gain 
would be subject to capital gains tax, or alternatively four- 
sixths of the loss would be the ‘allowable’ loss. 


Example 1 
Value at 
Cost Sale April 6th, 1965 
(i) zoo at 205 £200 at 235 £230 at 20s 6d £205 
(8) 2 5 at 22s 6d 5225 
(ш) » » at 23s 6d £235 


The time-apportionment basis shows a gain for capital 
gains tax of four-sixths of £30, i.e. £20. 
(i) The gain from April 6th, 1965, would be £25 so no 
election would be made. 
(ii) The gain from April 6th, 1965, would be £5 so an 
election would be made. 
(iii) The loss from April 6th, 1965, would be £5 so an 


election would be made, but under paragraph 25 (2) 


‘neither a gain nor a loss’ would accrue. 


Example 2 
2 Value at 

Cost Sale April 6th, 1965 
(iv) 200 at 20s £200 at 175 £170 at 16s 6d £165 
(у) » » ati7s 6d £175 
(vi) Е » at 195 64 £195 
(уй) 5 m at 205 £200 
(vii) . T 5 at 205 6d £205 


'The time-apportionment basis shows an allowable loss of 
four-sixths of the overall loss of £30 i.e. £20. 


(iv) There would be а gain from April 6th, 1965, so no 
election, which is voluntary, would be made. The 
point here is that for quoted companies (where the 
value at April 6th, 1965, is the standard) if there is a 
gain from April 6th, 1965, but an overall loss, the 
Act provides that ‘neither a gain nor a loss’ accrues 
to the person making the disposal. In this example 
of an unquoted company the time-apportionment 
loss of £20 would be allowed. 

(v) The loss from April 6th, 1965, would be £5. As this 
is less than the allowable loss of £20 no election 
would be made. 


(vi) The loss from April 6th, 1965, would be £25. As 
this is more than the allowable loss of £20 an election 
would be made. 

(vii) The loss from April 6th, 1965, would be £30. Ап 
election would be made and as the loss of £30 does 
not exceed the overall loss the allowable loss would 
be increased from £20 to £30. 

(viii) The loss from April 6th, 1965, would be £35. An 
election would be made but the allowable loss would 
be limited to the loss over the whole period of 
ownership, i.e. £30. . 


From the above examples it would be abundantly clear 
that steps should be taken at once to have available such 
information as may be required at some unspecified date in 
the future for a valuation at April 6th, 1965, to be con- 
sidered. The only acceptable way of arriving at a valuation 
on April 6th, 1965, is to bear in mind that such a valuation 
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would be regarded as equally appropriate for probate had 
the shareholder died on that date. It is suggested that a 
beginning might be made by following the pattern of 
inquiry received by executors from the Estate Duty Office. 
This is normally as follows: 

*r. As at what date are the company's accounts made up? 

2. Please forward copies of the balance sheets, trading and 
profit and loss accounts and the directors' reports for 
the last three financial years ending prior to the date 
of death. 

3. At what rates per cent have dividends and bonuses 
been paid in respect of the last three years prior to the 
date of death? 

4. Have they been paid free of tax? 

5. When were the interim and final dividends for the last 
year paid? 

6. What interim dividends were paid before the date of 
death in respect of the year then current? 


It does not follow that a detailed valuation at April 6th, 
1965, will always be necessary. It may become clear by a 
relatively cursory glance at the information that an election 
cannot be advantageous. For those who like an algebraic 
formula the following is offered to find the point at which 
the Budget Day value (BDV) viz., April 6th, 1965, becomes 
advantageous so that an election would be made. 


S — amount received on sale or disposition 

C = cost or valuation (before April 6th, 1965) on 
acquisition 

Т = the full period of time of ownership 

N — the numerator of the fraction, i.e. the period from 


April 6th, 1965, to the date of sale. 


Then an election would be advantageous if 


N 
8 — BDV < + (S—C) 


ie. if BDV > S— Ñ (S—C) 


(This can be tested against the examples given above.) 

The formula can be adjusted where there is a loss rather 
than a gain. 

An example may be given of a case where the shares of an 
unquoted company were disposed of as a result of a take- 
over bid. The shares had, as usual, only changed hands on 
the death of a previous shareholder. The probate value had 
been about 30s for a fx share. The accepted offer at 
(conveniently) April 6th, 1966, was £4 ros per share. Negotia- 
tions for the sale of the shares had been going on for a 
considerable time and there was evidence that a finance house 
had expressed the view, in March 1965, that the shares 
were worth £3 15s. What was the value at April 6th, 1965? 
An immediate suggestion would certainly be £3 15s but on 
the basis that if a shareholder had died on that date a 
figure of £3 15s for probate would be unacceptable to the 
executors it can be seen how difficult a valuation may 
become. Would the hypothetical purchaser be told of the 
possible, or impending bid? If so, the figure of £3 15s 
would be discounted for uncertainty. On the basis of pre- 
vious valuations the 305 figure might be increased to 505. 
No one could be certain what figure would be accepted. 
Now arises the difficulty. To obtain the agreement of the 
Inland Revenue an election must be made. Unfortunately 
the draftsman seems to have foreseen difficulties ahead by 
adding sub-paragraph 3 to paragraph 25 ‘for the avoidance 
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of doubt’. This states that once an election is made it becomes 


irrevocable. 

| For the purposes of this example it may be assumed that 
the shareholders agree that one of them will become a 
‘guinea-pig’ and make an election. In the event of the 
election leading to a greater capital gain they undertake to 
indemnify him. The shareholder chosen for this experiment 
would either be the one with the smallest holding or the one 
who had held his shares for the shortest time. If the 
Budget Day value of 50s were agreed the formula given 
above could be used to discover how long the shares would 
have to have been held for an election to be profitable, 

An election would be profitable 


if S—BDV < 48-0) 


N(S—C) 
S—BDV 

In this example S = до, BDV = со, С = 30 (assumed), 
N = 12 (months) so an election is only profitable if Т is less 
than 18 months. Аз few, if any, shareholders would have 
held shares for so short a period it is unlikely that an 
election in this example would be risked, even by a guinea- 
pig! 

Аз shares in а company may have different values 
according to the size of the holding, surprising results may 
follow. Consider the valuations necessary if two share- 
holders died on the same day, А owning 13 per cent and 
B 65 per cent of the share capital. Тће shares of А might 
be valued at 20s and the controlling shares of B at боз. 
Assume that B leaves his shares equally to his five children 
and A to his one child, For capital gains tax purposes at 
some future date all six beneficiaries will hold 13 per cent 
of the share capital but whereas the child of A will have a 
base figure of 20s, each of the children of B will have a 
base figure of бог. 

'Those who attempt to mitigate death duties face a new 

problem with capital gains tax. Assume that a person has 
inherited all the shares in a prosperous private company. 
He will probably be advised to dispose of shares to avoid 
an assets valuation on death. If he were to dispose of the 
whole of the share capital by way of settlement any capital 
gains tax would be at the maximum level. If, however, he 
only disposed of бо per.cent of the shares it would be quite 
wrong to value the company as an entity and take 60 per 
cent to represent the value of the settlement. 
- Having now decided to dispose of the rest of his holding, 
the value of the 40 per cent minority interest would be very 
different from either the бо per cent or the roo per cent 
holding. If it appears that the capital gain is likely to be con- 
siderable his advisers would have to consider whether it 
might be prudent to create several small trusts, each of a 
minority holding. 

For the majority of valuations the important guide in 
arriving at a 'fair price' has been the expected dividend. Tf 
the effect of section 77 is a fluctuating dividend, share 
valuations will become even more difficult than in the past. 
Тће introduction of corporation tax has affected share 
valuations. Assuming a company with similar profits and 
similar dividend before and after the passing of the Act, 
the valuation of the shares will be relatively higher or lower 
according to whether the dividend (gross) in relation to the 
profits, before tax, is covered either more or less than two 
and a half times. This statement is based on the following 
comparison: 
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1. Before Finance Act 1965 £ Ра 
Profits, say zx Js wc Me 254 
Less Profits tax at 15 per cent Vs 38 
Income tax at 8s 3d ; 105 
— 143 
III 
Less Dividend .. T га .. тоо 
Less Income tax Sy Fe 41 
тете 59 
Carry forward £52 
2. After Finance Act 1965 £ 
Profits ч 25 ^s ва M .. 254 
Less Corporation tax at 40 per cent 102 
| 152 
Less Dividend (gross) .. хоо 
Carry forward £52 
The dividend, for this break-even point, is roo com- 


pared with profits of 254 ie. cover of 2:54. As, however, 
section 77 indicates that normally a company is expected 
to distribute бо per cent of its trading income, the company 
with a large dividend cover before the passing of the Act 
will be forced into increased dividends, thus tending to 
increase the value of its shares. 

It is not known to what extent inspectors will in effect 
give permission for a lesser distribution, as is within their 
power under the provisions of paragraph iri of the 
Eighteenth Schedule. It is ironical that in spite of the great 
freeze in prices and income, Mr MacDermot in answer to 
a question in Parliament reminded his questioner that the 
White Paper made an exception for distributions by closely- 
controlled companies (Hansard, August 1st, 1966). There 
is nd Cripps umbrella this time! 

Familiarity with the price/earnings ratio will help 
valuers of shares in the future. Although the price/earnings 
ratio has only recently been applied to equity investments, 
the conception of this ratio has long been accepted in con- 
nection with a ground-rent, the valuation of which is often 
quo-ed at so many years' purchase. | 

Corporation tax which is independent of dividends can 
now be applied on a common basis to companies. T'he profit 
less corporation tax, then becomes the maximum figure 
which the company would pay away in gross dividends. 

'The price/earnings ratio has been used for many years 
in the United States and in other countries using the same 
system of taxation. There is nothing new about the relation- 
ship of earnings and share prices in this country — only the 
way it is expressed. The earnings yield of the past now 
beccmes its reciprocal, viz., the price/earnings ratio. In 
other words, the earnings yield, expressed as a percentage, 
multiplied by the price/earnings ratio equals тоо. 

For good measure The Financial Times in April 1966, 
began adding price/earnings ratios to the other statistics, 
but without, however, dropping the earnings yield. This is 
presimably a temporary expedient like quoting the daily 
temperature in both centigrade and fahrenheit., 

But caution is needed not to accept too readily this new 
investment tool without appreciating the dangers, of which 
the following are examples: 

(х) the earnings are taken from the last published 

accounts but do not reflect current performance; 

(2) there is no accepted standard for arriving at earnings, 


e.g. 
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(i) heavy ‘expenditure may have been written off 
in one particular year; 
(ii) a loss on some unprofitable venture may have 
been written off; 
(iii) investment grants and capital allowances may 
have affected the tax charged. 


The Financial Times, in an article ‘The case for introduc- 
ing pricefearnings ratios’ (March roth, 1966), suggested 
that there was a strong case for companies themselves рге- 
senting their own calculations, in annual reports, of earnings 
per share, most preferably on a ‘maintainable’ basis. This 
would indeed be a help to the share valuer. 

It is important that chartered accountants should 
familiarize themselves with price/earnings ratios. The 
writer of an article in The Spectator (January 27th, 1967), 
entitled: ‘How to choose your stockbroker’ commented 
that if he quoted the dividend yield on a share before the 
price/earnings ratio he was probably over fifty-five. 

For the benefit of the over fifty-fives it may be helpful to 
translate а dividend yield, old style, into a possible price/ 
earnings ratio, new style. 

If it is possible to generalize it is perhaps not unreason- 
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able to suggest that a dividend yield of 12 per cent would 
be required in a normal small private company. 





£ 
Assume profits Se «x 100 
Corporation tax at 40 per cent ~ ха ЫЕ 40 
Procits after corporation tax £60 


Assume that section 77 is applied, and that 60 per cent of 
the available profit is paid out as dividend, i.e. 60 per cent 
of £60 viz., £36. Оп а dividend yield basis of 12 per cent the 
shares would be worth £300. 


і.е. 12 per cent on £300 is £36 


== і.е. з. 

Valuers are recommended to keep a schedule of all 
agreed valuations so that a pattern of dividend yield and 
price/earnings ratios can be built up. It is to be hoped that 
settlement of valuations for capital gains tax will prove to 
be less time-absorbing than they have in the past for 
probate; their complications will certainly not be under- 
stood by the innocent shareholder. 


Price/earnings ratio becomes 


Management Education in Europe - Ill 


Belgium, France, Italy and Spain 


by DOUGLAS GARBUTT, А.С.І.5., A.C.W.A., Dip.Ed. 


|N the first of this series of articles, consideration was given 

to the provision of management education in Western 
Germany and Holland on the basis of two reports produced 
by the Administrative Staff College. This article is devoted 
to the pattern of education for management in Belgium, 
France, Italy and Spain as outlined in that scholarly and 
fascinating work, Management Education т Five European 
Countries, by 'Т. M. Mosson. 


BELGIUM 


According to a study carried out by the University of 
Louvain there are about forty-five thousand industrial 
managers in Belgium, and if Government administrators 
are included, the total is between sixty-five thousand and 
seventy thousand. Тће proportion of employees who are 
managers has been increasing substantially for firms of all 
sizes in all industries. 

On the whole, Belgian managers are highly educated 
and they tend to have a bias towards a technical education. 
Belgian managers are generally fairly young, with a third 
of them between the ages of 20 and 34 years; the younger 
men tend to be better educated than the older. Тће number 
of managers who have not completed secondary education 
is tending to fall. The age of accession to the level of 
management immediately below general management is 
about 36. 


Previous articles in this series appeared s in the issues of March 25th 
and April 29th, 1967. 


The five technical universities, however, at which most 
managers receive their higher education, give a very limited 
amount of time to studies of a general or economic nature. 


Training centres 


The need for executive development and research into 
Belgian management was seen by leading members of 
industry and the Belgian Productivity Centre in the early 
1950s. As a result the Fondation Industrie-Universite pour 
le Perfectionnement des Dirigeants d' Entreprise was founded. 
In corsequence, various training centres for management 
were set up in association with the universities and the 
Belgian Productivity Centre. 


An early proposal for a staff college was rejected in 
favour of a decentralized system by means of which the 
Fondation encourages the universities to co-operate in 
management training and research. The courses are gener- 
ally short executive development programmes and there is 
little provision for long immediate post-graduate courses. 

The Fondation devotes considerable attention to the 
identification of training needs for management, and runs 
many conferences and sponsors missions and other studies 
both in Belgium and abroad in order to draw attention to 
needs which the participating institutes may then offer 
courses to meet. 

One institution is a division of an Institute of Sociology 
in a university which offers courses for junior, middle and 
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top management. The latter ccurses consist of four two-day 
residential seminars spread over four months, whilst the 
middle management course is three one-week seminars 
spread over three months; junior managers attend five 
one-week seminars over five months. Despite its association 
with the Institute of Sociolozy, the courses do not give 
particular weight to the social sciences and management. 

Another institute in the university offers courses both 
in Flemish and French. For top management four four-day 
seminars are offered together with directed reading between 
seminars. For middle management it offers a six-day 
programme of four seminars. 


Post-graduate course 


Another seminary at Ghent cffers an optional subsidiary 
course for undergraduates which covers sixty hours’ 
teaching and suca subjects as human relations; personnel 
management; work study; internal administration and cost 
control; productivity and naticnal welfare, etc. This centre 
also offers a one-year post-graduate course in business 
administration. For top management it offers a six-month 
course including two one-week residential sessions, six 
one-day seminars, two days for business games, visits to 
plants and thirteen evening lectures. The middle manage- 
ment course covers twenty-five days over six months. In 
addition, the institute offers evening lectures. 

It is clear that in the 1950s and the early 1960s the 
Fondation did a great deal to provide a directing and 
co-ordinating function in Belgian management education, 
and this made tke decentralization of courses acceptable 
to industry whilst at the same time ensuring close col- 
laboration with the universities. 

The Fondation also did a great deal to encourage the 
training and qualification of management teachers both 
by training in Belgium and by »ost-graduate courses in the 
United States. Consultancy by teachers has been encouraged 
and some appointments as ‘ccuncillors’ of the Fondation 
were made, with an obligation on the part of the holders to 
assist the institutes for at least fifteen days a year. 


Summary 


It is also clear that the case scudy method is well estab- 
lished in Belgian institutes, ard a substantial number of 
cases have been prepared by the Belgian Productivity 
Centre and the other institutes. Nevertheless, considerable 
effort is needed to overcome overlapping between institutes 
and competition which was also reflected in declining 
participation in courses. Industry had the feeling at times 
that the centres were out of touch with their real needs. 

The general impression is of a system which is catering 
fairly adequately for short-term needs but is not looking for 
the longer and, perhaps, more fundamental needs in the 
training of the managers of the future. 


FRANCE 


The economic situation in Belgium is rather like that of the 
United Kingdom, since it is a hizhly industrialized country. 
In contrast, France has a very different social and economic 
structure which affects the socia. nature of French manage- 
ment. The strong centralization on Paris, which was 
introduced by Napoleon, still exerts a strong influence on 
the country. Agriculture is generally very important 
although, of course, France’s industrialization is now 
making rapid strides. Although Napoleon contemptuously 
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dismissed the British as ‘a nation of shopkeepers’, this 
observation is today much more true of the French who 
have a high proportion of sole traders, family firms and 
artisars, than it is of the British. 


Family firms 


At the other extreme, the large basic industries have 
generally been nationalized although they had survived as 
family firms right up to the immediate post-war period. 
The middle class dominates French industry, and Mr 
Mosson characterizes its outlook as ‘protected by legisla- 
tion, adverse to social change, restrictive in outlook, frugal, 
energetic and complacent’. He quotes a statement of the 
aims of French business as follows: 


2“... it exists by and for the family and the honour, the 
reputation and the wealth of the опе are the honour, the 


wealth and reputation of the other’. 


Such an outlook leads to conservative business practice, 
avoidance of credit and the use of financial gearing, high 
profits on modest turnovers and a general unwillingness to 
go for expansion if this involves outside capital. To this 
must be added the bias towards a standard of living based 
on services. All these factors have gone against the develop- 
ment of large corporations and have helped to protect the 
family and the small business. 


Industrial relations 


Before the Second World War it was estimated that 
200 corporations and some two to three hundred individuals 
dominated the business field. The hostility of management 
for the unions has resulted in unco-operative relationships 
at plant levels and has helped to create the Communist bias 
of the trade unions in France. 

These sharp divisions between management and workers 
are also reflected in gulfs between various levels of managers. 
'There were about three hundred thousand managers in 
France in 1955, of whom about half had received some form 
of higher education. It seems that, as in the United King- 
dom, the proportion in the commercial field which had 
higher education is lower than that in other fields. There is 
some evidence that the top levels are dominated very 
strongly by graduates from the Grande Ecole and in par- 
ticular the three main ecoles: the Ecole Polytechnique, the 
Ecole Centrale and the Ecole des Mines. This bias is evident 
even in the nationalized firm of Renault where few mana- 
gers have been recruited from the sons of artisans. 

Reflecting the economic and communications system, 
the majority of higher managers live in the Paris area. One 
effect of this bias is that French top management is relatively 
highly educated, with 72 per cent having higher education 
and half of these having more than one degree. More than 
two-thirds of the managers in one study had received higher 
educational training of direct value in their careers. It 
follows that the nationalized industries and those industries 
enjoying rapid technical progress are the main fields in 
which their management has become more professionalized 
and more open to promotion from below. 


Types of courses 


The strength of the general education has encouraged the 
acceptance of mathematical approaches to management, and 
French managers are looking seriously at the American 
contribution to the science. In 1961 there were 185 colleges 
and institutes and other bodies concerned with management 
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education, of which 143 were operating in the Paris area. 
Only seventy-nine held any courses or sessions outside 
Paris. In general the courses for experienced managers are 
of short duration and generally concentrate on specialist 
areas and new techniques. 

Seminars, conferences, study days and development 
programmes are supplemented by evening and Saturday 
courses and by correspondence courses. These cover a 
wide range of individuals, including senior and middle 
management, technicians, foremen, workmen, trade union- 
ist trainees, trainers and consultants, salesmen, etc. 

In 1955 the Government instituted a scheme for the 
Certificat d’ Aptitude à Р Administration des Entreprises which 
provides a framework for a number of courses. Eleven 
universities may grant the diploma which is open to 
graduates from a variety of faculties including law. The 
course covers two six-month terms in the faculty of law and 
economics. It comprises 240-360 hours of teaching, and 
four hours per week practical work which is obligatory. The 
Government stipulate that teaching must be by academics 
and by business and Government experts. 


Typical institutions 


Since there are so many institutions in the field in France 
it is only possible to mention a few of them specifically. 
One centre, established by the University of Paris, offers a 
one-year part-time course of two hours every night of the 
week and four hours on Saturday morning, to which is 
added three one-and-a-half-hour practical classes every 
week. Eighteen and a half hours of instruction, lectures, 
studies, discussions and visits per week is a formidable 
oad! 

The centre established by the Paris Chamber of Com- 
merce was inspired by the example of the Harvard Graduate 
School of Business, and it is a strong advocate of the case 
study method. It offers one part-time course each year for 
about seventy managers between the ages of 28 and 42, 
who must be graduates or hold a diploma and have sufficient 
technical knowledge of the field covered by the course, 
as well as holding a responsible post in industry or com- 
merce. This course, again, occupies all evenings and 
Saturday afternoons and extends over nine months. Visits 
and practical work as well as written case analyses are 
included in the teaching, which is undertaken entirely by 
practising managers, specialists and consultants. 

The Chamber also offers a top management course, four 
times a year, limited to fifteen participants; these are three- 
week residential courses preceded by six weeks of individual 
preparation and followed by a one-week residential seminar 
after six months. 

Another institution in Paris offers courses by correspon- 
dence or by evening lectures, leading to the State-recognized 
diploma for managers and others at the start of their career. 
The centre also offers a higher course for senior managers 
involving fifty-five lectures and twelve case discussions. 


Summary 


In contrast to the practical orientation which is shown in 
Belgium, it is evident that in France more fundamental 
and long-ranging studies of management are being under- 
taken. Despite the Certificat Ф Aptitude а Р Administration 
des Entreprises, management education takes largely the 
form of short intensive courses for men with experience 
or part-time study over a longer period for younger men, 


THE 
ACCOUNTANT 


233 


and is largely conducted outside the universities as such. 
So far there is no sign that management education in France 
is overcoming the forces which reserve top management 
positions for a narrow social and educational élite. Never- 
theless, serious and impressive work is being done which 
must in time have its effect. 


ITALY 


In some ways there are similarities between Italy and 
France, although there are very considerable and sig- 
nificant differences in the historical development of the 
country. Italy was unified comparatively recently and the 
influence of the city-state is still evident in the thinking of 
many Italians. After the war the economy was in a state of 
collapse and the continued dominance of agriculture has 
not yet been overcome by the recent lively industrialization 
which is proceeding in the North. 

The contrast also between the North and the South is 
still a source of difficulty. As in France, industry tends to 
be dominated by the small firm, and in 1951 there were 
only 312 firms in Italy which employed more than 1,000 


. people out of a total of 680,000 firms. There are large 


numbers of handicraft enterprises in textiles, leather, wood 
and mechanical goods industries. й 

Also as in France, this structure лаз the paradoxical effect 
that the few large undertakings such as Fiat, Pirelli, Olivetti 
and others, effectively dominate the economy, though 
recent cevelopment has tended to alter this to some extent. 
This development was given impetus by. the discovery of 
large reserves of natural gas in 1946 and has been strongly 
encouraged by the incentives provided by the Common 
Market. 

Italy, too, has had its “economic miracle’ and has made a 
remarkable recovery from the position at the end of the 
war, when considerable plant and machinery was worn out 
or physically destroyed and stocks had generally been 
depleted. As was the case elsewhere in Western Europe, 
these problems were overcome to some extent by American 
support through the Marshall Plan. 


Family firm dominant 


The family firm is dominant again, even in such huge 
firms as Fiat and the Pirelli rubber empire. However, the 
management institutes are playing a real part in opening 
management positions to professionally qualifed candi- 
dates. It is said that political pressures and patrimonial 
attitudes are widespread and accompanied by general 
nepotism. Italian managers are individualistic and authori- 
tarian, and are rarely concerned with the problems of 
providing for succession. The concept of management 
development has had little application; delegation of 
authority is rare and few firms have job descriptions or 
unambiguous organization charts and very little information 
is available on these. The concept of management is restric- 
ted and managers tend to be burcened with routine work. 
Foremen are not considered a раг: of management. 

As in France, these attitudes are reflected in the indus- 
trial relationships and also in the domination of the trade 
unions by the Communist Party. Аз a consequence the 
unions are less concerned with wage levels and working 
conditions as with obtaining general political power which 
will ensure job security and provide jobs for the un- 
employed. They are, in a word, а political organization 
operating in the industrial sphere. 
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General education 


The level of general education in Italy is unfortunately 
very low and the number of children receiving secondary 
and university education is similarly low. In 1952 two- 
thirds of Italian children aged тт received no further 
schooling and the illiteracy level was about one in ten for 
the population as a whole, with one in four in the South. 
It is not surprising therefore that the number of engineers 
appropriately trained, as with commercial and other 
graduates, is pitifully small. 

The provision of craft training in apprenticeship schools 
has been considerably extended but it is clear that the 
country faces fundamental problems in adjusting the 
education of its people to the needs of an industrial society. 
Management education is not very widespread in Italy and 
in 1959 there were but twelve management institutes 
listed, of which ten had been founded in the years after 
1950. Not surprisingly the universities and the Government 
have played little part in the development of management 
education. It is, however, planned to establish management 
schools in many of the twenty-two State universities; 
though it is clear that the task of establishing these schools 
will be difficult, since teachers will be hard to come by. 


Turin institute 


Perhaps the best known institute, in Turin, was founded 
as a result of co-operation between several large companies 
and the Manufacturers’ Association with the National 
Management Council of the United States and one or two 
other institutes. Students are drawn from all over Italy 
and must undertake a very rigorous selection procedure 
before being accepted for courses. An eight-month course 
is offered, being strongly based on American models; 
in fact, the bulk of its teaching was undertaken by thirty- 
four professors from nineteen business schools in the 
United States, under the auspices of the European Produc- 
tivity Agency. 

These professors worked with Italian assistants and have 
therefore helped to generate a supply of trained teachers. 
Instruction has been in English, the assistants have been 
responsible for translation and it is generally thought this 
system has been successful. T'eaching methods include 
lectures, case discussions, visits and research projects. 
Business games are also played and the lectures are supple- 
mented by specially prepared notes. Although American 
cases have been used initially, considerable progress has 
been made in writing Italian cases. Before attending the 
course students must attend preparatory courses in fields 
in which they have no knowledge: e.g. graduates in 
engineering attend courses in accounting, banking, eco- 
nomics, etc. 

Ап institute їп Rome also offers an eight-month pro- 
gramme for managers with university degrees or in senior 
posts in industry or commerce. These students attend three 
evenings a week and are taught almost entirely by professors 
from the universities of Turin, Rome, etc. Ап interesting 
feature of this institute is an eight-month course which is 
offered for bank officials and employees with credit and 
finance institutions holding degrees or diplomas. Specialist 
courses offered include operational research. This institute 
also co-operates with many other organizations and has, 
for instance, run a special two-month course, immediately 
post-graduate, for graduates from South Italy on the prob- 
lems of the South. 

Ап institute in Naples was founded in 1953 by a number 
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of local enterprises, including the Chamber of Commerce, 
the Naples Telephone Co, Bank of Naples, Southern 
Electricity Co and the Institute for the Economic Develop- 
ment of Southern Italy; it forms a separate institute within 
the Faculty of Economics and Commerce of the University 
of Naples. This institute has experimented very much with 
the courses it has offered, and by 1959 it was trying to keep 
down the age of its participants since they found that it 
was difficult to get the older men on their courses to do the 
essential background reading; they also found it was 
difficult to effect change in men in their forties. 

This Institute uses original cases and has found it 
difficult to use American cases. Part of the reason is its 
particular method of using cases where two leaders par- 
ticipate. One is a university professor who introduces the 
case with a theoretical analysis; the second is a senior 
manager — preferably from the firm from which the case is 
drawn — who leads the discussion. 


Summary 


Mr Mosson comments on the surprising incident that in 
1962 this institute ceased its basic course because a similar 
programme was offered by a new institute. As he says, it is 
difficult to believe that there should not be support for two 
basic courses in this area of Italy, from which he infers that 
there is something generally amiss with the environment and 
the state of management education in Italy. He suggests 
this may derive from the fact of a small body of over- 
burdened teachers, using methods and materials developed 
in another culture, lacking an adequate local literature on 
management and finding difficulty in combining the 
academic tradition with practical studies; and all this 
within an unfavourable environment. 
As Mr Mosson says: 


‘More than most, Italy is a country of contrast; of 
brilliant individual achievement, of social weakness and of 
failure of nerve. Her basic problem as it has been for five 
centuries is unification. Italy is now a nation, but there are 
still deep gulfs between the North and the South, the 
left-wing parties and the right, one class and another. 
What is needed is both bridging of gaps and a levelling up. 
Management education reflects the general situation. The 
most notable schools are among the best in Europe, but 
they stand too much in isolation.’ 


SPAIN 


In many ways, Spain is fundamentally different from the 
other countries so far considered. Economically, perhaps, 
it is an under-developed economy and the bulk of the labour 
force is engaged in agriculture which is relatively inefficient. 
Industry, in so far as it exists, is largely constituted of many 
small units using obsolete equipment and hand methods of 
production, although there are some large firms. The Civil 
War has left the transport and distribution system severely 
out of date and in need of improvement, and the develop- 
ment of such links with the rest of Europe as are provided 
by the tourist trade and remittances from emigrants has 
not yet extended the industrial base to any large extent. 
Minerals and food products still constitute the bulk of 
Spanish exports. 


Principal centres 


The main centres of industry are Madrid and Barcelona, 
and naturally the main management centres are also to be 
found in these two cities. As in the case of Italy, the general 
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system of education-including secondary and higher 
education ~ is not yet adequate to provide for the level of 
education required by an industrialized economy and one 
by-product of this is that the majority of students who 
obtain degrees or technical qualifications belong to a rather 
small section of the population. 

What is surprising, perhaps, is the fact that management 
education has developed at all, but it has. In Spain both the 
Church and the State have an importance which is rare in 
the rest of Europe, and it is not surprising that these two 
institutions have been involved in the formation сЁ manage- 
ment centres. 

The Government has participated in sponsoring a centre 
in Madrid and another in Barcelona. These centres are both 
of a secular nature, teaching by seminars, discussion groups 
and case methods, and covering familiar ground such as 
human relations, production control, quality control, cost 
control, economics and so on. The influence of American 
management schools is both indirect and direct through the 
provision of material and teachers. Spanish instructors 
have also observed and participated in teaching and research 
in the United States. 

The Society of Jesus has sponsored institutions in 
Barcelona and Madrid, and the Opus Dei has sponsored an 
institution in Barcelona. It is possible for a Spanish student 
to study a five-year undergraduate course and the experi- 
enced manager is eligible for post-graduate courses. For 
the undergraduate course, students are required to have 
normal faculty and university entrance requirements, and 
for the post-graduate courses they are normally required 
to have graduated from a university or a higher technical 
institute. 


Emphasis on sociology 


Whilst the general content of the courses is similar to that 
provided by the State-sponsored institutes, a striking dif- 
ference is in the emphasis given to the social sciences and, 
in particular, sociology. However, it is notable that this 
involves a strong element of ethics and it would appear that 
sociology is used to some extent as a vehicle for develooing 
an ethical viewpoint. | 

It seems that the social responsibilities of managers is 
stressed in these schools in a way which is unusual through- 
out the rest of Europe and this is undoubtedly due tc the 
ethical basis of the sponsorship. In the past, accountancy 
and economics have been taught but a good deal of attention 
is now being given to operational research, including linear 
programming, queueing theory and games theory. It is 
also possible for graduates to take a doctorate іп manage- 
ment after they have had some industrial experience. 

The Government and the Productivity Centre have 
directed their efforts towards existing middle and top 
managers and they have also offered courses on new ideas 
and methods with the aim of improving current manage- 
ment practice. 


Summary 


The emphasis of the Church’s effort has been more 
towards the undergraduate and post-graduate courses 
within the university context and towards emphasis on 
social responsibility and skills. Whilst it cannot be pretended 
that management education in Spain is comprehensive, it 
can certainly be said that there is a firm framework within 
which it will be able to develop in the future. 
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INTERNATIONAL SCHOOLS 


No review of management education in Europe would be 
complete without considering the three schools which are 
pre-eminently international in character. These are the 
С.Е.І. in Geneva, I.M.E.D.E. іп Lausanne, and INSEAD 
in Fontainebleau. Despite inevitable differences, these three 
institutes tend to be largely American in their materials 
and approach, and they tend to attract individuals and 
companies which are international in their interests and 
outlook. They are therefore cosmopolitan schools rather 
than national schools. Mosson sees in these schools ‘an 
inevitable and impoverishing lack of emotional involvement 
in the immediate environment. This attitude of mind is 
reinforced by a perhaps excessive emphasis on teaching by 
cases’, 

С.Е.І. in Geneva was founded in 1947 by Aluminium 
Ltd of Canada who still provide it with financial support. 
At an early stage the centre was associated with the Univer- 
sity of Geneva, since many international students were 
unable t> obtain financial support without the blessing of 
university status. С.Е.І. draws its students from all over the 
world including Japan, Canada, Egypt, Switzerland, India, 
Finland, etc., and offers a full-time post-graduate course of 
eleven months. The school teaches generally in English, 
althougk some teaching is in French, and it aims to develop 
a broad international approach to business and its environ- 
ment. Tzaching is done by visiting academics, industrialists, 
consultants and Government officials drawn from a large 
number of countries. The centre stresses student work in 
small groups and a number of projects are undertaken, 
including a general tour of industrial centres in a number 
of European countries. 


Harvard influence 


LM.E.D.E. was founded by the Nestlé company under 
the patronage of the University of Lausanne and its first 
director was formerly an assistant dean of the Graduate 
School of Business Administration, Harvard. Two profes- 
sors of ће Harvard Business Schcol are retained there as 
consultents and a high proportion of the staff also is drawn 
from Harvard. The course is modelled on the Harvard 
Middle Management programme. It holds a full-time 
course of eight and a half months, the first ten weeks of 
which are residential. While students are drawn from most 
European countries, there have been participants from 
Africa, Asia and the Americas. 

The working language is English and students must have 
held a responsible position in business and have a university 
degree. However, a number of non-graduates with good 
experience or ability are accepted. The teaching is almost 
entirely by the case method and a large number of cases 
and tecanical notes of a European nature have been written 
by the staff of this school. 

I.M.Z.D.E. was established with the specific purpose of 
catering for the needs of international business. The 
American teachers report that as a result of their rather 
authoricarian educational background, students were at 
first unwilling to question or discuss, and having come 
straight from business they tended to want material which 
had immediate practical applications. 

А. more sympathetic view than that of Mosson's of the 
work undertaken by INSEAD was given in the second 
article in this series by A. T. Pierce-Grove (The Accountant, 
April 29th). 
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The Accounting World 


Topics of Professional Interest from Other Countries 





NEW ZEALAND 


Control of Clients’ Moneys 


OLLOWING recent disciplinary cases indicating that 

the control of moneys held by public accountants on 
behalf of clients was inadequate in some cases, a new 
directive on the subject has been issued by the New 
Zealand Society of Accountants. 

Under the new provisions, moneys received for or on 
behalf of clients shall not be paid into a member’s own 
practice bank account, but shall be paid into a properly 
identified trust bank account maintained by the member for 
that purpose. This requirement does not apply if moneys 
are paid into a separate bank account maintained by the 
client, or if they are passed over immediately to the client or 
otherwise disposed of in accordance with the instructions. 

Moneys paid into a member’s trust bank account are to 
be held exclusively for the client for whom or on whose 
behalf they were received, and shall be paid to that client or 
disbursed as he shall direct. In a requirement intended to 
prevent manipulation of trust account balances, there is a 
prohibition on payment from a trust bank account to or on 
behalf of a client in excess of the amount standing to the 
credit of that client. 

Other clauses in the directive require adequate recording 
of all transactions and regular reconciliations with bank 
records, while any deduction for fees from moneys held or 
received shall not be made without the approval of the client, 
and must be supported by a statement of fees rendered to 
the client. Unauthorized endorsement of cheques payable 
to a client is also prohibited. 


AUSTRALIA 


Society's New Educational Policy 


HE Australian Society of Accountants recently issued a 
Statement setting out in detail its future educational 
policy, which will involve findamental changes. Two 
recent reports — the Vatter Report on accountancy education 
in Australia and the Martin Committee Report on tertiary 
education — stressed the need for broadening the education 
of accountants and their findings have been reinforced by 
the rapid development of new techniques and the demands 
of the business community for more extensive accounting 
services, The new policy will provide appropriate levels of 
training for qualifications to meet these demands, the most 
revolutionary step being the abandonment of the Society's 
responsibility as the examining body in the full range of 
accounting and allied subjects. 
Basic training will be given in approved universities and 
technological institutions, for which matriculation or an 


equivalent entrance standard will be required, and will 
include mathematics, statistics, economics, law, and other 
social studies. То meet the needs of part-time students 
special courses will be provided. Finally, to gain admission 
to -he Society there will be a qualifying examination open 
only to those who have taken an approved course and 
obtained a degree. Тће form and content of this examina- 
tion is still under intensive investigation and is not likely 
to соте into operation before 1970-71. 

‘A well-rounded accountant’, says the statement, ‘must 
have a sound basic training in all aspects of accounting, 
inc.uding cost accounting.’ The Australasian Institute of 
Cost Accountants and the Australian Society of Accountants 
are now fully integrated and provision is being made for 
advanced studies in management accounting and in other 
fields of activity which may be developed from time to 
time. A new grade of membership of senior associate has 
been introduced to identify members possessing advanced 
quzlifications, fellowship being reserved for those members 
who through their experience and status in the profession 
have qualified for advancement to the highest level of 
membership. 'Го ensure the practical experience that is 
essential before anyone can be regarded as fully qualified, 
special arrangements are being introduced. 

Another important step is the introduction of 'supporting 
courses’ for students who for some reason cannot take the 
complete course of training required for full professional 
qualification but who can give valuable service to the 
business community under the supervision of accountants 
and others trained to professional level. То promote 
recognition of those who complete such courses, the 
National Institute of Accountants has agreed to a recon- 
stitution, to change its name to the Institute of Commercial 
Studies and to conduct appropriate examinations. 


UNITED STATES 


Accounting Aid for Developing Countries 


RITING in The Accounting Review Professor 

Howard D. Lowe, of the College of Business 
Administration, University of Hawaii, stated that Britain 
was at present making the major contribution to the 
development of accounting education in the less advanced 
countries. He urged that the professional accounting bodies 
in America should take steps to promote the accounting 
profession and accounting education in the less advanced 
nations on the following lines. 

Aa institution should be established to examine candi- 
dates from foreign countries at one or possibly two inter- 
mediate levels of the typical college accounting programme. 
To give it recognition and international standing it should 
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be sponsored by the American Accounting Association or 
the American Institute of Certified Public Accountants. It 
would approve candidates for examinations, prepare, 
administer and grade examinations at convenient testing 
centres in the world, and award certificates for success. He 
suggested that the American Institute should consider the 
feasibility of allowing candidates from developing countries 
and other nations to sit for the uniform certified public 
accounting examinations, and of awarding certificates to 
those passing and meeting the education and experience 
requirements considered appropriate. 

Professor Lowe went on to suggest that the large national 
and international accounting firms should be encouraged 
to give active support to scholarship programmes. Arrange- 
ments might be made through the respective Gcvernments 
for the return of students to their native countries to teach 
accounting or work in the field of accounting for a specified 
number of years. If not, they would-be required to repay 
their scholarship grant. The American Accounting Asso- 
ciation should encourage members in the teaching pro- 
fession to take temporary teaching positions in the develop- 
ing countries. Jt was time, concluded Professor Lowe, 
for the accounting profession in the United States to adopt 
a more international outlook in this way. 


Financial Management Today 
R GORDON DONALDSON, Professor of Business 


Administration at Harvard Business School, writing in' 


the Financial Executive recently, stated that the rise of the 
controller in management councils refiects today's shift of 
emphasis from effectiveness in getting funds to efficiency 
in using them, with all the problems of information dow 
and analysis which that entails. He observed that a major 
problem for the controllers of the future will be how to 
maintain the effectiveness of performance criteria based on 
a concept of scarcity when that scarcity no longer exists, 
and how to get management to play the game by rules of 
artificial scarcity. Thus, companies still use targets of, say, 
a 15 per cent growth rate when experience records то per 
cent or less, and they continue to set 20 per cent return on 
investment hurdles for investment decisions, when a 
realistic appraisal of performance shows 12 or 1o per cent. 
He questioned whether management really performs against 
these targets or whether it was merely a budgetary masquer- 
ade for the sake of corporate self-esteem. 

Dr Donaldson believes that a career in finance for the 
future must begin with a combination of education in 
finance with an education in, say, engineering or law. 
A finance man was likely to have to be more than that to 
reach top management levels in the future, and he thinks 
it makes good sense for him to get exposure to problems of 
general management. He cited the capital budgeting area 
as one which brings finance, accounting, production, and 
technology together for the joint solution of a key problem. 


Profit Reporting by Divisions 

HIS subject was a major topic of discussion at the annual 

meeting of the National Association of Accountants, 
held at Denver in June. In Пит: Review for May, 
Mr Thomas J. Murray stated that among accountants and 
financial executives there was little doubt that more detailed 
financial reporting was going to be demanded of them 
fairly soon, by the Securities and Exchange Commission. 
Since last year Mr Manuel F. Cohen, chairman of the 
S.E.C., has been warning that multi-market companies 
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may be required to break down sales and earnings either by 
division or by product group. 

The cemand for such disclosure has been spurred by 
the spectacular growth of conglomerate companies in the 
effort to achieve strength and balance through diversifica- 
tion. In the current flurry of mergers and acquisitions, 
stated Mr Murray, it had become increasingly difficult for 
investors and regulators alike to find out whether Inter- 
national Telephone and Telegraph Corporation, for 
example, made its money from car rentals or from tele- 
phone subsidiaries. Consequently, a small but growing 
band of corporations had voluntarily started breaking down 
consolidated profits. Textron, a conglomerate of some thirty 
different businesses, had now joined their ranks. 

. Mr Cohen has indicated that the S.E.C. would await the 
recommendations of a study now being made by the 
Financial Executives Institute for completion early in 1968. 
There were the initial difficulties of exact definition of 
conglomerate companies and of what constituted a division 
or line of products. It has been suggested that one possible 
starting-point is to state profits by product group. Thus, Mr 
Cohen has publicly applauded Glidden Co for disclosing 
pre-tax earnings for three major product groups (foods, 
chemicals, and coatings and resins) after allocating cor- 
porate costs on the basis of the assets employed by each. 
Another possibility might be division of profits before allo- 
cation of indirect costs such as research, interest, adminis- 
trative salaries and taxes, since meaningful distribution 
of these was difficult. ‘Professionalism in accounting and 
financial analysis’, Mr Cohen has asserted, ‘should suffice 
to keep this problem in bounds.’ 


CANADA 


Tax Course for Chartered Accountants 


HE Canadian Institute of Chartered Accountants has 

begun an ambitious tax course to lay a foundation for 
the specialized career in taxation which an increasing 
aumber of chartered accountants are planning to follow. 

The June issue of The Canadian Chartered Accountant 
states that one hundred participants from all parts of 
Canada have now begun a year of academic study, including 
iwo three-week periods in residence at the University of 
"Toronto, with an intervening period of home study and, 
at the end, a set of examinations. Those who wish may 
continue for a second year, with a further four weeks of 
university residence. The lecturers are well-known ac- 
countants, lawyers and university teachers. 

Referring to the current enthusiasm for the course, the 
journal comments that any other response would have 
been cause for alarm, for without determined educational 
effort the professions might not have developed as the 
independent self-regulating bodies they now are. 


INDIA 


Cost Accountants’ New President 


RS. У. AYYAR, B.A., B.L., F.I.C.W.A., has been elected 
President of The Institute of Cost and Works Account- 


-ants of India for the year 1967-68. 


Mr V. C. Rangadurai, B.A., B.L., F.LC.W.A., F.C.W.A., 
A.C.LS., СЕВТ.А.І.І.В., F.R.ECON.S., has been elected Vice- 
President for the same term. 
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Reviews 


Introduction to Mechanized Accounts 
and Computers 

Fifth edition by ANDREW Е. LINTON. 

Sir Isaac Pitman & Sons Ltd, London. 305 net. 


With this edition this book achieves its ‘quarter century, 
but of course in its references to computers much of the 
writing is entirely new. It sets out basically to illustrate the 
difference between manual and machine book-keeping, 
proceeding to the principles of E.D.P. Each part of the 
work normally undertaken by mechanical accounting is then 
reviewed on the same basis, i.e. hand, machine and com- 
puter differences are discussed and illustrated. Rightly 
in the opening chapter, the author stresses the greater 
integration of all these different processes in a properly- 
run computerized system, but the general layout of the 
work continues to follow the divided system of a less 
sophisticated procedure. 

The book is recommended reading for the Certificate in 
Management Information and should certainly broaden 
the knowledge of readers who, while conversant with 
theory, may lack practical experience of machine accounting. 
In particular, the explanations of how the ‘built-in’ checks 
on machines work must be сЁ immense value to anyone 
planning audit tests or systems of internal check. It is to 
be hoped, however, that as computers become more 
common, the auzhor will expand his thesis in as clear a 
manner as he has done in the case of the more traditional 
systems. In general, the examples are excellent, but the 
difficulty of choosing pictures of machines which really 
help the reader is quite clear. They are never a substitute 
for seeing the real thing at werk. 


Case Studies in Human Relations, 
Productivity and Organization 
edited by Міснахі, Ivens and FRANK BROADWAY. 
Business Publications Ltd, Lendon. 555 net. 


Rapid growth in the stature and scale of business manage- 
ment training institutions in the United Kingdom during 
the past few years has created a demand for high quality 
teaching material to match the intellectual capacity of their 
predominantly graduate intake. | 

As in the United States of America, some of these schools 
have based their training methods on the application of case 
study techniques to typical згобјет situations and the 
authors of this volume have sought to provide a supply of 
suitable material to meet this need. They have selected 
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their cases with particular reference to the field of human 
relations, productivity and organization (companion volumes 
heve covered other aspects of management) and in conse- 
quence it may seem at first glance to be of no more than 
pessing interest to many accountants. However, industrial- 
bzsed members of the profession cannot afford to remain 
detached from the challenging environment of active 
business management and in this volume the authors have 
ве: out to reproduce in microcosm some of the situations 
which provide the backcloth to the managerial scene. 

If it runs to a second edition it is to be hoped that the 
authors will take the opportunity of pruning out some of the 
briefer studies which are too superficial to warrant their 
place in a book that has been produced with the intention 
of stimulating serious thinking among managerial students. 


Business Terms, Phrases and 
Abbreviations 

TEirteenth edition by Е. E. PERRY, LL.B.(HONS.), A.I.B, 

Sir Isaac Pitman & Sons Ltd, London. 12s 6d net. 

There is always a need for an encyclopedia or glossary of 
business terms. In these days of increasing international 
commerce, the more sophisticated will embrace foreign- 
larguage terms and even give the parallel phrases in various 
largueges, but the staff of any office and the student of any 


. branch of commerce have a basic need for the more restricted 


— and therefore cheaper — reference book. This is such a 
book. It has gone into its thirteenth edition — itself a 
sufficient recommendation. In it there are now such terms 
as *E.D.P.' — though not ‘program’! 

For most reference purposes, therefore, this new and 
revised edition is a worthy successor; the reader needing 
mcre detailed explanations on any subject will turn to 
mcre specialized and technical publications. Accountancy 
students will find it an inexpensive and invaluable aid in 
tigatening their grasp of general commercial knowledge. 


RECENT PUBLICATIONS 


Tee Recency DIRECTORY OF Enquiry AGENTS, PRIVATE 
DETECTIVES, Dest COLLECTING AGENCIES, THE SECURITY 
Services, by Regency Publicity Service Ltd. 120 pp. 
&$X6. 30s net, or with diary pages 355 net. Regency 
Publicity Service Ltd, Kent. 

SELECTING THE COMPUTER System, by Professor Dr Ing 
Dimitris М. Chorafas, м.Е., Е.Е., M.S.E., DR.SC.(MATH.)., 
E.E. XX 4-336 pp. 8X 5$. 705 net. Gee & Co (Publishers) 
Ltd, London. 

THe Моревм Law or REAL Property, by С. C. Cheshire, 
D.C.L., LL.D., Е.В.А., tenth edition. Іхуіі--901-- 56 pp. тох 
64. Butterworth & Co (Publishers) Ltd, London. 

FiscaL HARMONIZATION IN Соммом Markets. Volume І. 
‘Theory. xx+468 pp. Volume II. Practical. xxi+674 рр. 
by Carl S. Shoup. 9X6. 2155 net. Columbia University 
Press, New York and London. 

Economic RECOVERY IN BRITAIN 1932-39, by Н. W. 
Richardson. viii4-337 pp. 84X54. 635 net. Weidenfeld & 
Nicolson, London. 

TOWARDS A SOCIOLOGY OF MANAGEMENT, by Sir Geoffrey 
Vickers. 206 pp. 9X6. 30s net. Chapman & Hall Ltd, 
London. 

А GUIDE то COMPUTER INPUT PREPARATION, by David Shirley. 
&4 pp. 11$ X 85. Card cover. 215 net. Business Publications. 
Ltd, London. 


These books may be obtained from, or through, Gee & Co. 


(Publishers) Ltd, The City Library, 151 Strand, London WCa2. 
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Мопгое present the worldsfirst - 
programmable 
electronic printing calculators 


designed to solve business problems faster than ever before 


















EPIC 2000 


It can be programmed to learn the steps of any calculation; 
you simply press the 'learn' key, do a problem once, and the 
EPIC will automatically perform the same arithmetic functions 
for as long as you like. It is really fast: addition and subtraction 
take 4/1000th of a second, while square roots can be found in 
only half a second! Line-by-line selective print-out of both 
problem and answer. And it's as simple to tse as a 10-key 
adding machine. 





EPIC 3000 


For more complex problems, you raay need the EFIC 300C. 
This has up to three times more loading capacity, performs 
difficult scientific and engineering formulae with ease and 
handles the most sophisticated business problems. Again it 
provides line-by-line selective printed results, and is equally 
fast and easy to operate. 


Introduce the benefits of electronic calculating to ycur busi- 
ness. Be alogical stride ahead. With Monroe. And remember, 
there's a Monroe calculator for every conceivable application 
in almost any kind of business, from simple hand models 
to the ultra-sophistication of the electronic EPICs. 





MONROE Ш. 


Litton Business Systems Ltd., A Division of Litton Industries, 
Litton House, Goswell Road, London Е.С.1. Telephone: CLE 3090. 

Imperlal: Menual and Electric office typewriters, 

` Kimball: Punched Tag Data Processing Machines and Systems. 
McBee: Keysort Punched Card Systems and Data- Processing Equipment. 

Monroe: Calculating Machines, Adding Machines, Listing Caículators, Electronic Business Systems, 
Sweda: Seles Registers, Analysis, Posting and Receipting Machines, Data Processing Equipment. 
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HEALEY & BAKER SALE - LONDON AUCTION MART 
TUESDAY, SEPTEMBER 12th, 1967 — 3 Р.М. | канае Кя 
. (unless previously sold) * Е 
investments Book-keeping 
асы отчетливо оноор EE TE IES R RENE 
LEASEHOLD SHOPS AND OFFICES d A 
PICCADILLY CIRCUS, WI PICCADILLY HOUSE an ccounts 
215-217 Piccadilly, 33-37 Regent Streat, 16-17 Jermyn Street 2 РАР 
producing £70,150 p.a. REVERSIONS 1968 ONWARDS Sixteenth Edition 
STRAND, ус GOLDEN CROSS HOUSE Д. by W. W. BIGG, F.C.A. 
Strand and D non Str 
producing popa ix sii REVERSIONS 1968 ONWARDS Н. A. К. J. WILSON, F.C.A. and 
REGENT STREET, WI ADOS cue A. E. LANGTON, LL.B.(LOND.), F.C.A. 


215-221 Regent Street 
producing £26,450 p.a. REVERSIONS 1971 ONWARDS 
Solicitors: TITMUSS, SAINER & WEBB, 2 Serjeants' Inn, London ЕСА. 


The popularity of this work as a textbook 
for more advanced students of accountancy, 


and a vade-mecum of practitioners, shows 
no abatement with the passage of years. 
*Besides being a very good textbook, it is 


FREEHOLD SHOP INVESTMENTS 


MAIDSTONE FINEST POSITION 
38-42. Week Street : 


Next to Marks & Spencer. Let to Boots The Chemists. a book which reads interestingly and easily, 
at £3,500 р.а. SUBSTANTIAL REVERSION IN 1996 ; апа it is thoroughly recommended.’ – 
Solicitors: TITMUSS, SAINER & WEBB, 2 Serjeants’ Inn, London ЕСА. A М М К 
ccountants Magazine 
HATCH END NEXT TO F. W. WOOLWORTH & CO LTD б 
447-465 and 481—485 Uxbridge Road Recommended by the Institute of 
producing £2,875 p.a. REVERSIONS BETWEEN 1973 and 1980 Bankers 
Solicitors: DIGBY & CO, 59 Catherine Place, Buckingham Сасе, SW1. 
i Price 405 Post free 44s 6d 
RAMSGATE PRIME LOCATION ; 4 fi 


16 King Street 


producing £2,000 p.a. RISING 1974 to £2,250 P.A. H F L (Publ ishers) Ltd 


Joint Auctioneers for Ramsgate: 
ROBERT CRITTENDEN & PARTNERS 9 BOW STREET, LONDON WC2 


243 Northdown Road, Cliftonville, Margate. Thanet 21404. 
Solicitor: WOOD & SONS, 1 St Ancrew’s Hill, London EC4. 





ILFORD SELFRIDGES DEPARTMENT STORE 

177-185 and 187—191 High Road 

producing £7,000 p.a. SUBSTANTIAL RENT REVIEW 1992 

EAST HAM ti n А ti 

228 and 230 High Street North Th N | A 

producing £975 p.a. REVERSIONS 1973 and 1975 е ationa ssociation 


hint Auctioneers for Ilford and East Ham: 
A. A. CHAMBERS & CO 
385 Green S:reet, Upton Park, London E13. Grangewood 0542 
Solicitors: DURRANT COOPER & HAMBLING, 73 Cheapside, London EC2. 


of Pension Funds 


(воттетћу Association of Superannuation and Pension Funds) 
14 QUEEN. ANNE'S GATE * LONDON · SW1 





LEASEHOLD SHOP INVESTMENT (92 years unexpired) 














PLYMOUTH EXCELLENT POSITION 
3-19 Raleigh Street and 91-95 New George Street Tel. TRAfalgar 3058-9 
producing £15,350 p.a. EXCEPTIONAL REVERSIONS 1981 
Solicitors: JAMES SMITH & CO, 22 Conduit Street, London W1. 5 (FOUNDED 1923) 
vacant possession President: L. A. Ellwood, M.A., LL.B. 
FREEHOLD SHOP PROPERTY Chairman: R. Н. Hensman, О.В.Е., F.C.LS. 
CHESTER SUPERB LOCATION "S | 
27 Eastgate Street | | The ASSOCIATION which is recognized by Govern- 
Frontage 19 ft. Built and Site Depth 145 ft. ment departments, is representative of pension funds 
Solicitors: PAISNER & CO, 44 Bedford Square, London WC1, throughout Great Britain 
for development It is qualified to. advise on all pension matters and 
keeps its members informed of current legislation and 
FREEHOLD SHOP SITE other aspects of administration of funds and schemes ` 
EAST GRINSTEAD Next то F. W. WOOLWORTH & CO LTD by means of literature and conferences. It also gives 
28-30 London Road advice to members individually. 
Frontage 30 ft. Depth 135 ft. Я К 2 А 
OUTLINE PLANNING PERMISSION FOR SHOPS AND OFFICES Particulars of membership and specimens of literature 
d C RAS RICKETTS & CO, 4 Verulam Buildings, Gray's Inn, may be obtained from 
ondon " 


The Secretary. 


A member of the staff will be pleased to call and discuss 


Heal ey & Baker ‚ the ASSOCIATION’S aims and purpose if you require. 


29 ST GEORGE STREET, HANOVER SQUARE, LONDON W1. MAY. 9292 
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Brickwoods Ltd 


RICKWOODS LTD of Admiralty Road, Portsmouth, 

is a name and address that may strike a nostalgic chord 
or two – Brickwoods’ beer and ‘Pompey’ make a combined 
naval operation. This week’s reprint of the accounts pre- 
sented at the company’s sixty-seventh annual meeting are 
an example of what the brewery trade — and more particu- 
larly under present conditions, the stock-market ~ cali an 
"independent brewery'. | 

As the brewers move remorselessly towards fewer and 
bigger operating groups, companies like Brickwoods are 
continually the subject of take-over or merger rumour and 
surmise. In Brickwoods’ case, the company is what is 
known as a ‘Whitbread umbrella’ company as Whitbread 
are the biggest shareholder. 

Brickwoods sell four Whitbread group ‘lines’ in their 
houses, and Whitbread give help ‘largely in the form of 
technical advice, which is invaluable to this company’, as 
the Brickwoods directors put it. They add ‘We are proud 
to be an independent business, but we appreciate the value 
of such varied expertise that only a large organization can 
afford nowadays’. And that, in ‘independent brewery’ 
terms, just about sums up the matter. 


‘Statutory’ report 


The Brickwoods’ accounts are not exactly a model of the 
modern trend in account presentation, and spending 
money and time on the annual report clearly forms no part 
of boardroom policy. A rather unusual point in the report, 
however, is that it contains what is titled a ‘Statutory 
Report of the Directors’ and the ‘Directors’ General 
Report’. 

The former sets out briefly a summary of the year’s 
results and detail, such as directors offering themselves for 
re-election, while the latter is what is normally regarded as 
the chairman’s statement. It opens where the statutory 
report nearly leaves off with the information that Mr David 
Shutte, А.С.А., was elected to the board last November. 
Mr Shutte has had experience in America and ‘considerable 
training in brewing in this country’. The president of the 
company is Mr Reginald A. N. Shutte, О.В.Е., F.c.a., and 
Mr Richard V. N. Shutte is assistant managing director. 
The profession also figures in the company through Mr 
К. V. Worland, r.c.A., chief accountant. 


BRICKWOODS LIMITED 


BALANCE SHEET as at 3156 March, 1967 


ACCOUNTANT 


1967 


1966 


1967 


1966 
Issued Authorized 


757,405 1,500,000 


£ 
4,162,627 


£ 


£ 
Issued 


Е 
Authorized 


£ 


£ 


FIXED ASSETS: 


CAPITAL: 


4,299,831 


Freehold and Leasehold Properties (as per Schedule 1) .. 


Pjant and Motor Vehicles (as per Schedule 1) 


495,790 
4,795,621 


517,822 
4,680,449 


757,405 


5,000,000 4,699,192 


6,500,000 


1,500,000 


.. 


9/4, Preference Shares and Stock 


Ordinary Shares and Stock in 5/— units 


6} 


192 5,000,000 
5,456,597 6,500,000 


4,699, 


Fixtures and Containers at Cost, less Sales and amounts 
written off : € F fe 


816,736 


5,456,597 


784,927 


5,580,548 
132,506 


TRADE INVESTMENTS at Cost, /ess amounts written off 


5,497,185 
116,598 


Revenue Reserves {as per Schedule 2) 


Capital Reserve (as per Schedule 2) .. 
Profit and Loss Balance 


RESERVES AND UNDISTRIBUTED PROFITS: 


565,441 
1,613,569 
172,405 


INTEREST IN SUBSIDIARY COMPANIES: 


Shares at Cost .. 


1,693,893 


2,672,541 


2,351,415 


1,693,893 


Debenture Stock at Cost (Nominal £500) 


2,196,394 


546,920 
2,240,813 
44,419 


less Amounts owing to Subsidiary Companies 


Amounts owing by Subsidiary Companies . 


433 
519,543 


2,213,869 
49,772 


2,164,097 


52,639 


456,760 
404,121 


m 


ble 


's Assets, repaya 


Company 


m 


First Redeemable Debenture Stock (secured by a 
g Charge on the 


loatin; 
at par in 1972) E 
Less Redeemed and Cancelled 


LOAN CAPITAL: 
34% 


456,760 
383,994 





72,766 


931,396 


Debts) (See Note 8) 


Sundry Debtors and Loans (less Provision. for Doubtful 
Cash at Bankers and in Hand ` PN | 24 


CURRENT ASSETS: 
Stocks and Stores at Cost 


531,389 
165,357 


1,010,628 


1,433,424 


$25,803 
507,621 


Taxation (including Corporation Tax due 4st January, 1968) 


CURRENT LIABILITIES AND PROVISIONS: 
Trade Creditors and Provisions 


807,430 
468,103 





1,275,533 


2,034,696 
£9,944,144 


1,707,374 
£9,485,254 


328,943 
£9,944,144 


PROPOSED FINAL DIVIDEND .. 


328,943 
£9,485,254 


С. Н. TIDBURY) 


(See notes on page p p 
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Seasonal trading 


132,506 
2,615,856 


8,371,327 
#11,119,689 


Seasonal trading affects brew2ry company results to а соп- 
siderable degree. particularly з company ending its financial 
year on March 31st and thereby having the Easter holiday An 
period either in or out of the reckoning. In the accounts 
under review ‘stocks have decreased and sundry debtors 
have increased, largely due to the impact of the 1967 
Easter trading’. Easter, it will be remembered, was in 
March. 

The directors’ general report makes the point that 
capital generated in the business has again been eroded by 
increased excise duties and this has the effect of enlarging 
the capital tied up in stocks and debtors. The stock posi- 
tion is being looked at ‘very carefully’, particularly since 
stocks ~ in the wines and sptits field especially — ‘can run 
into large sums of money’. 

This careful look is all the nore necessary because of the 
effect on cash flow of the charged tax system. As the report 
says, without any increase in dividend a profit increase of 
£93,016 before tax become: a decrease of {£48,286 in 
profits retained in the business ‘solely due to an increase of 
£141,302 in taxation, either by direct levy or by tax on 
dividends’. 


1967 


6,934,369 
537,218 
7,471,587 
899,740 
884,662 
63,811 
341,595 








1,325,788 


је rectors 


С. Н. TIDBURY 
А. А. BRICKWOOD 


Debts) (see note 8) , 


{Nominal £500) 
Cash in Hands of Debenture Trustees 


Fixtures and Containers at Cost less Sales and Amounts 
written off ex га „з .. Р as 


Freehold and Leasehold Properties (as per Schedule 1) 
Sundry Debtors and Loans (less Provision for Doubtful 


Plant and Motor Vehicles (as per Schedule 1) 
Debenture Stock in Subsidiary Company 


FIXED ASSETS: 
TRADE INVESTMENTS at Cost, fess Amounts written off 
CURRENT ASSETS: 

Stocks and Stores at Cost 

Cash at Bankers and in Hand 


554,817 
7,344,991 
913,498 
433 
71,079 
207,441 


Compulsory closures 





6,790,174 
1,392,524 
582,180 





One problem common to all Етемегу companies is closure 
of licensed houses through compulsory purchase orders, 
turning on town developments. Last year Brickwoods 
closed twelve premises under compulsory purchase orders 
to make a five-year total of -orty-four. In 1966-67 there 
were three volurtary closures, the capital realized on one 
(іп а peak shopping area) being reinvested in five new 
projects. Nineteen houses hive been voluntarily closed 
over the last five years, meking a total of sixty-three 
closures in all; during the same period twenty-nine houses 
have either been newly built o- rebuilt, while in thirty-four 
further cases there have beer modernization programmes 
each costing over £5,000. 

Economies in the indeperdent brewery groups take 
varying forms but typical is Erickwoods’ decision to cease 
all malting. The company’s maltings at Hove formed a 
useful part of the business in 2roducing a small amount of 
the malt needed. But the cost cf modernization to bring the 
plant to present standards far outweighed the economic 
benefit which might have been achieved. The premises 
have therefore been sold. 

Over the past eighteen mcnths Brickwoods have em- 
ployed work study consultants to advise the company on 
the use of labour in the brew-ry. By the end of last June 
the work of about 80 per cent of the labour force had been 
studied and new methods шегодисед where applicable. 
"This', the report says, *has erabled the company to make 
a productivity payment to all the employees concerned’, 


1966 


8,258,489 
116,598 


2,253,657 
£10,628,744 


£ 
5,456,597 
3,194,706 
165,911 
349,698 
1,623,834 
328,943 
£11,119,689 


1967 


729,189 


1,054,476 
569,358 





£ 
757,405 
4,699,192 
895,100 








THE BRICKWOOD GROUP 
CONSOLIDATED BALANCE SHEET as at 31st March, 1967 








(See notes on page [241]) 


STOCKHOLDERS .. 


Debenture Stocks 


Less Redeemed and Cancelled 
Taxation (including Corporation Tax due 156 January, 1968) 


ISSUED CAPITAL OF BRICKV/OODS LIMITED: 


Preference Stock 
RESERVES AND UNDISTRIBUTED PROFITS: 


Capital Reserve (as per Schedule 2) .. 


Ordinary Stock in 5/~ Units a 
Revenue Reserves (as per Schedule 2) 
Profit and Loss Balance А 
INTEREST OF OUTSIDE PREFERENCE 
CURRENT LIABILITIES AND PROVISIONS: 
Trade Creditors and Provisions 
PROPOSED FINAL DIVIDEND s 


LOAN CAPITAL: 


Since 1705 


just how long companies of ће size of Brickwoods can 
remain ‘independent’ is a metter for conjecture. As the 
trade becomes increasingly dominated by the larger groups, 
the pressure on the small corcerns — even those directly 
associated with one or other cf the power groups — must 
increase. Brickwcods have been independent brewers in 
Portsmouth since 1705 — and 252 years is a good innings. 


£ 
757,405 
824,739 
1,784,832 
895,100 
688,062 
913,718 
536,001 











227,178 





4,699,192 


1966 





£ 

5,456,597 
2,836,749 
207,038 
349,698 
1,449,719 
328,943 
£10,628,744 
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CITY NOTES 


INCE any kind of market is made up of a variety of 

factors and a variety of opinions, it is inevitable that 
opinion on the immediate stock-market outlook should vary 
considerably. It is currently acknowledged that the ‘steel 
factor’ — the reinvestment in the equity market of money 
coming out of nationalized steel shares – has worn thin. 

But that does not deter some brokers from looking for 
another money factor and finding it in the cash element of 
current take-over operations. Imperial Tobacco’s cash 
take-over of the Н.Р. Sauce company involving [22 million 
is a case in point. 

It is doubtful whether the substitution of take-over cash 
for steel cash will be such a strong equity influence as steel 
money obviously was, but it is a definite influence in a mar- 
ket which may otherwise suffer from a tendency of new 
buyers to hold off in anticipation of the long forecast slide- 
back in share prices. 

Were the equity market entirely reliant on industrial and 
economic factors, the present pitch of share prices, in 
index terms, would look vulnerable. But the combined 
influence of money, plus capital gains tax, plus fear of infla- 
tion, plus continuing share shortage, is likely to prove 
strong enough to prevent any slide on purely economic 
factors, from going very far. 

Even so there is still a case for shifting money out of 
secondary shares into front-rank issues for capital and 
income protection. 


RATES AND PRICES 


Closing prices, Tuesday, August 15th, 1967 


Tax Reserve Certificates: Companies 33% (24/6/67); 
24% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 .. .. 4% July 14, 1966 .. e 59% 
Feb. 27, 1964 .. .. 5% Jan. 26, 1967 .. Хе y^ 
Nov. 23, 1964 796 Mar. 16, 1967.. .. 6% 
June 3, 1965 6% Мау 4, 1967 .. e 5% 
Treasury Bills 
June 9 £5 55 1'914% July 14 .. £5 65 10:23d% 
June 16 .. £s 5s 5'254% Julyar .. £5 6s 10'794% 
June23 .. £5 55 6:00d% July28 .. £s 6s 10'694% 
June30 .. £5 5s 6'024% Aug.4 .. £5 6s 10:62d% 
July .. £5 68 294d% Ач. .. £5 6s 10'564% 
Money Rates 

Day to day . 35-54% Bank Bills 
7days .. e 31-5196 2 months 515-5176 
Fine Trade Bills 3 months .. 57-52% 

3 months 64-7% 4 months .. 51-54% 

4 months 64-74% 6 months .. 5%%—535% 

6 months 62-74% 

Foreign Exchanges 
New York 2°784 Frankfurt 11:44 
Montreal .. 2:993 Milan 1735% 
Amsterdam то:о1% Oslo 19:91 4 
Brussels .. 138:18 Ратїз га m 13:658 
Copenhagen 19:331 Zürich .. .. 1207 
Gilt-edged 

Consols 4% 584 Funding 6% 1993 .. — 881xd 
Consols 2195 36% Savings 3% 60-70.. got 
Conversion 34%  .. 523 Savings 3% 65-75.. 764 
Conversion 5% 1971 95 Treasury 64% 1976 99 
Conversion 5196 1974 93+ Treasury 3$% 77-80 76 
Conversion 6% 1972 9°8# Treasury 34% 79-81 72% 
Funding 34% 99-04 57i Treasury 5% 86-89 боў 
Funding 4% 60-90 97% Treasury 5$% 08-12 Sof 
Funding 52% 78-89 874 Treasury 24% 37% 
Funding 54% 82-84 87% Victory 4%.. EN 95% 
Funding 52% 87-91 884 War Loan 34%  .. sif 
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Ninth International Congress 


CCOUNTANTS from all parts of the world, including 
over 350 from Britain, will assemble in Paris next 
month, from September 6th to 12th, for the Ninth 
International Congress of Accountants which is being 
sponsored and organized by Le Conseil Supérieur de 
l'Ordre des Experts-comptables et des Comptables Agréés 
with the co-operation of nine other French accountancy 
bodies. The Congress President is М F. M. Richard, 
Président d'honneur du Conseil Supérieur de l'Ordre des 
Experts-comptables et des Comptables Agréés. 

Аз previously noted in these columns, the theme of the 
Congress will be ‘New Horizons of Accounting’ and four- 
teen papers presenting the economic, geographical, scienti- 
fic and technical aspects are being presented. Two papers 
prepared by United Kingdom representatives are "Ihe 
contribution of accounting towards the selection of business 
investments’, by Mr R. С. Leach, с.В.Е., Е.С.А., Vice- 
president, The Institute of Chartered Accountants in 
England and Wales; and ‘Budgetary accounting and its 
prospects’, by Mr W. S. Risk, B.COM., C.A., F.C.W.4., member 
of Council of The Institute of Chartered Accountants of 
Scotland and member of Council and Past President of The 
Institute of Cost and Works Accountants. 

In order to fit the fourteen technical sessions within the 

period of the Congress, two will be held simultaneously 
during each of the plenary periods. Each member of the 
Congress will therefore attend seven sessions. The Book of 
the Congress containing the papers is being circulated to 
Congress members in advance, and at each plenary session 
national rapporteurs will introduce the subject before dis- 
cussion. : 
: Besides the official proceedings, and the group meetings 
which are to be held on Tuesday morning, September 12th, 
there is a full social programme including the choice of a 
gala concert, ballet or theatre visit, a Congress dinner for 
official delegates and a closing ball; with opportunities to 
participate in various tours and excursions. There will also 
be a varied programme for the ladies. 


CONGRESS PROGRAMME 
'The full Congress programme will be as follows: 
Wednesday evening, September 6th 


Reception by the Organizing Committee of the Congress for 
1nembers, ladies and accompanying persons at the Palais de 
Chaillot. 


Thursday, September 7th 


Morning: Official opening of the Congress in the presence of 
French Ministers and other prominent personalities at 
the Salle Pleyel. Д 


of Accountants 


Paris, September 6th — 12th 


Afternoon: First and second plenary sessions to be held 
simultaneously at the Salle Pleye:. 


Evening: Gala concert in the Salle Pleyel given by the 
Orchestra of the Société des Concerts du Conservatoire 
directed by Paul Paray. At the piano: Aldo Ciccolini; 

or Classical ballet performance, or theatre. 

Ladies programme. 

Morning and afternoon: Tour of Paris or visit to the 
Louvre. 


Friday, September 8th 


Morning: (1) third and fourth plenary sessions at Salle 
Pleyel (simultaneous). 
(2) fifth and sixth plenary sessions (simultaneous), 
Afternoon: seventh and eighth plenary sessions (simul- 
taneous). | 


Ladies. Afternoon coach visits to places of interest in- 
cluding the old quarter of Paris, followed by tea and 
haute couture presentation. 





. The Palais de Chaillot. 
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Saturday and Sunday, September gth and roth 
Optional excursions: 
(т) A two days’ excursion to: (а) The Chateaux de la 
Loire (b) La Cóte d'Azur (с) The resort of Vichy. 


(2) A one-day excursion to: (2) The Chateaux de la 
Loire (either Saturday or Sunday) (6) the country 
region ‘La Champagne’, its monuments and wine 
cellars (Saturday only); (c) Rouen, capital of Nor- 
mandy, and a tour of the Abbeys (Sundays only). 


Monday, September rrth 


Morning: (1) ninth and tenth plenary sessions at Salle 
Pleyel. 
(z) eleventh and twelfth plenary sessions (simul- 
taneous). 


Afternoon: thirteenth and fourteenth plenary sessions 
(simultaneous). 


Ladies. Tour of the Ile de France and visit to the Chateau de 
Versailles, returning to Paris in the afternoon. 


Evening: Congress dinner at the Cháteau de Versailles for 
official delegates. 


or Dinner-concert on board a ‘bateau-mouche’ cruising on 
the River Seine. 


Tuesday, September 12th 

Morning: Group meetings 

Afternoon: Closing session at the Salle Pleyel. 

Ladies. Tea and the second presentation of haute couture. 
Evening: Closing Gala Ball. 


DELEGATIONS FROM GREAT BRITAIN 
AND IRELAND 


The names of the official delegates attending the Congress 
from the accountancy bodies in Great Britain and Ireland, 
including those who will act as rapporteurs at plenary 
sessions, are as follows: 
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Tre Institute of Chartered Accountants in 
Er gland and Wales 


President: Mr W. E. Parker, C.B.E., F.C.A. 

Debuty President: Mr Stanley Dixon, M.A., F.C.A. 

Vice-President: Mr К. С. Leach, с.В.Е., Е.С.А. (international 
rapporteur). 

Chairman of Overseas Relations Committee: Sir Henry 
Benson, С.В.Е., F.C.A. 

Secretary: Mr C. Evan-Jones, M.B.E. 

Under-Secretary: Mr Р. Carrel, C.M.G., O.B.E., В.А. 

National Rapporteurs: Messrs J. D. Green, Е.С.А., S. В. 


Harding, F.c.a., М. К. Harris, r.c.4., D. С. Hobson, M.A., 
Е.С.А. 
Members of the Council: 
Mr J. А. Allen, rF.c.4., Sir William Carrington, Е.С.А. 
(Senior Past President), Messrs L. Н. Clark, F.c.a., D. А. 
Clarke, LL.B., Е.С.А., W. Guy Densem, F.c.a. (Past Presi- 
dent), S. M. Duncan, е.с.А., К. О. А. Keel, F.c.a., S. 
Kitchen, F.c.4., R. P. Matthews, B.COM., Е.С.А., D. 5. 
Mcrpeth, T.D., B.COM., F.C.A., S. John Pears, ғ.с.А, (Past 
President), D. W. Robertson, Е.С.А., L. W. Robson, Е.С.А., 
J. D. Russell, M.A., F.c.a., Н. С. Smith, F.c.a., J. C. 
Mantgomery Williams, Е.С.А. 

One hundred and seventy eight members of the English 
Institute (including the official delegates), many of whom 
will be accompanied by their ladies, have registered for the 
Congress. 


The Institute of Chartered Accountants of 
Scotland 


President: Professor D. S. Anderson, M.A., С.А. 
Vice-President: Mx John A. Stewart, С.А. 
Secretary: Mr E. Н. V. McDougall. 


International Rapporteur, jointly with 1.C.-W.A.: Mr W. S. 
Risk, B.COM., C.A., F.C.W.A. 





The Galerie des Glaces at the Palace of Versailles. 
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National Rapporteurs: Mr A. G. Barclay, c.a., Professor 


David Flint, T.D., M.A., B.L., C.A, Mr T. W. MacRae, С.А. 


Members and Past Members of the Council: Messrs G. D. H. 
Dewar, С.А., James T. Dowling, C.A., J.DIP.M.A., 
Alexander McKellar, c.a., J. Т. Н. Macnair, M.C., M.A., 
С.А. 


Over fifty members of the Scottish Institute incliding the 
official delegates, many with their wives, will be attending. 


The Institute of Chartered Accountants in 
Ireland 


President: Mr N. V. Hogan, В.А., В.СОММ., Е.С.А. 
Secretary: Mr R. L. Donovan, B.A., B.COMM., Р.С.А. 
National Rapporteur: Mr M. M. Connor, M.COMM., A.C.A. 


Some sixteen members (including official delegates) with 
their ladies will be attending the Congress. 


The Association of Certified and Corporate 
Accountants 


President: Mr J. P. Landau, F.A.C.C.A. 

Vice-President: Mr E. А. Lediard Smith, F.A.C.C.A. 
Secretary: Mr Е. C. Osbourn, м.В.Е., B.A., LL.B. 

National Rapporteur: Mr D. F. С. Stroud, А.А.С.С.А. 
Members of the Council: Messrs W. Sholto Olleson, T.D., 





Congress Stamp 


A commemorative stamp with the wording 99 Cangres /nter- 
national de Comptabilite is being issued by the French Postal 
Authorities on September 4th. The inscription surrounds a globe 
on which a balance is superimposed and within which 
appear the words 'Paris 1967'. The background scene depicts 
cargo ships, factories and building works signifying the link 
between accountancy and industry. Designed and engraved by 
Decaris, the stamp has a value of 60 centimes and is printed in 
three colours — blue, brown and violet. The actual size is 22x 36 
mm; our illustration (for which we are indebted to The Stamp 
Magazine) is, of course, an enlargement. 
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Mr М, S. Risk, B.Com., C.A., 
F.C.W.A. 


Mr В. б. Leach, C.B.E., Е.С.А. 


The two United Kingdom delegates who have prepared papers for 
consideration at the Congress. Mr Leach's paper is on 'The 
Contribution of Accounting Towards the Selection of Business 
Investmerits’ and the subject of Mr Risk's paper is ‘Budgetary 
Accounting and its Prospects’. 


F.A.C.C.A,, С. L. Barker, Е.А.С.С.А., В. Statham, C.B.E., 
J.P., Е.А.С.С.А., У. R. Chennell, F.a.c.c.a. 


Some sixty members in all (including delegates) and their 
ladies expect to attend the Congress. 


The Institute of Cost and Works Accountants 
President: Mr C. E. Sutton, F.C.A., Y.C.W.A., J.DIP.M.A. 


Vice-Presidents: Mr К. Glendinning, M.A., C.A., F.C.W.A. 
and Mr Н. P. Southall, F.C.A., F.C.W.A. 


Secretary: Mr M. Н. Walter, с.В.Е. 


International Rapporteur, jointly with the Scottish Institute: 
Mr W. S. Risk, B.COM., C.A., F.C.W.A. 


National Rapporteurs: Messrs A. W. Howitt, M.A., F.C.A., 
F.C.W.A., J.DIP.M.A. and J. B. C. Miller-Bakewell, M.A., 
F.C.W.A., J.DIP.M.A. 


Thirty members, including the official delegation, with 
their wives are to attend the Congress. 


The Institute of Municipal 
Accountants 


President: Mr J. B. Woodham, B.sc.(ECON.), F.1.M.T.A. 
Vice-President: Mr Н. К. Page, F.LM.T.A. 

Secretary: Mr М. F. Stonefrost, F.1.M.T.A., D.P.A. 
National Rapporteur: Mr А. L. Imrie, C.B.E., F.I.M.T.A., С.А. 


About twenty-five members (including the official 
delegates) and their ladies will be attending the Congress. 


Treasurers and 


Pictures on pages 243-4. reproduced by courtesy of the French 
Government Tourist Office. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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PROFESSIONAL NOTICES 


Messrs ARTHUR ANDERSEN X Co, 
of St Alphage House, 2 Fore Street, 
London EC2, announce that the 
firm will shortly be opening new 
offices in the following cities: Belo 
Horizonte, Minas Gerais, Brazil; 
Guayaquil, Ecuador; Recife. Per- 
nambuco, Brazil; Calgary, Alberta, 
Canada; Montreal, Quebec, Canada; 
and Vancouver, British Colimbia, 
Canada. 


Messrs Cooper Ввотневе X€ Co, 
Curtis, JENKINS, CORNWELL & Co 
and Coopers & LYBRAND апвоцпсе 
that with effect from August 14th, 
1967, their new address in Bristol will 
be: Nelson House, Rupert 3treet, 
Bristol 1. The telephone number will 
be 292791. 


Messrs Носс, BULLIMORE & Co, and 
Messrs Gunpry, Соё & Co, Char- 
tered Accountants, announce that, in 
огде: to complete the close association 
which has existed between ther: since 
April rst, 1965, the two firms have 
merged their practices under the name 
Носс, BULLIMORE, GUNDRY & Co. 


Messrs PANNELL FITZPATRICK & Co, 
Chartered Accountants, announce that 
their Barbados firm has opened an 
office at 8 Fort Lane, Roseau, Domi- 
nica, West Indies. 


Messrs PANNELL FrrzPATRICE & Со 
announce that in association with 
Messrs DE GALE AND RAPIER tacy. are 
now practising in St Lucia under the 
name of PANNELL FITZPATRICK RAPIER 
& Co, at то Manoel Street, .P.O. Box 
195, Castries, St Lucia, West Indies. 


THE 


ACCOUNTANT 


Appointments 


Mr J. Graham, Е.С.л., has joined the 
board of Skipton Printers Ltd follow- 
ing its acquisition by James A. 
Jobling & Co Ltd. 

Mr John Wilson, Е.С.А., has been 
appointed a director of Horniblow 
Cox-Freeman, Ltd. 


INVESTMENT GRANTS FOR 
MINING WORKS 


The Board of Trade ауе completed 
their discussions with industry about 
the detailed’ arrangements for ће 
administration of investment grants for 
mining works. Copies of the appli- 
cation form (IG/g) for mining works 
grants and of explanatcry material will 
be available in the fve Investment 
Grant Offices situated in Southend, 
Cardiff, Liverpool, Eillingham and 
Glasgow, on September ist. From that 
date the offices will accept claims for 
grant on expenditure incurred on 
mining works from Jenuary 17th to 
December 31st, 1966, and the pay- 
ment of grants will begin as from 
October rst, 1967. 

The scheme applies to mining and 
quarrying in Great Britain and to 
drilling for oil and gas in the North 
Sea. Claims in respect of works pro- 
vided in any area designated under 
section 1 (7) of the Continental Shelf 
Act 1964 should be sent to the office at 
Liverpool. All other claims should be 
sent to the office in whose area the 
works are situated. 


OBITUARY 
Harold William Denman, F.C.A. 


Mr Harold William Denman, F.c.a., 
who founded the firm of W. H. 
Denman & Co, Chartered Account- 
ants of Nottingham in :930, has died 
at his home in West Bridgford, Notts, 
aged 74. 

Mr Denman was born in Notting- 
ham and educated at the High School. 
He was admitted to membership of 
The Institute of Chartered Account- 
ants in England and Wales in 1915. 
Managing director of the Granary 
Cafe Ltd, he was the longest-serving 
member of the Reform Club, having 
joined forty-five years ago. 

An amateur footballer and cricketer 
in his youth, Mr Denman was best 
known as a bridge рауег, having 
played for the county foz many years. 
He was president of the Nottingham 


. Bridge Club. 
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Mr James Whitehead, Е.С.А., whose 
appointment to the Council of The 
Institute of Chartered Accountants in 
England and Wales was announced in 
last week’s issue. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF SCOTLAND 
Post-qualifying Education 
The Institute of Chartered Account- 
ants of Scotland announced this week 
that it has decided to admit non- 
accountants from industry and 
commerce, on the nomination of a 
member, to certain of its post- 
qualifying courses. Until now 
enrolment has been restricted to 
Institute members and, on occasion, 
members of other accountancy bodies. 

Of particular interest to поп- 
accountants are two residential courses 
being held this autumn at St Andrews 
— A Case Study in Management (from 
September 21st to 24th), and An 
Appreciation of Management Tech- 
niques (from September 28th to 
October 2nd). 

The Case Study in Management will 
be based on the case history of a mod- 
ern industrial company which in real 
life has a notable export record. Senior 
executives of the actual company will 
form the lecturing team and partici- 
pants will study and discuss practical 
problems of management under the 
following heads: management, fore- 
casting and planning, financial control, 
presentation of management inform- 
ation, effective utilization of the 
finance function, the trials and tribu- 
lations of export selling. 

The course on An Appreciation of 
Management Techniques repeats a 
highly successful course held by the 
Institute in 1966 and is designed to 
stimulate thought and further study by 
the participants. It will describe the 
objectives of some of the modern 
techniques available to management; 
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explain the broad means of using them, 
and illustrate how they can affect 
profit and cash flow. The subjects to be 
covered are: training, productivity and 
work study, marketing and selling, 
linear programming, critical path tech- 
niques, other mathematical applica- 
tions, production control, materials 
management. The speakers for this 
course will come from industry, 
management consultancy and the 
universities. 

As announced recently, the Institute 
has appointed a full-time Director of 
Post-qualifying Education, Mr John 
G. С. Campbell, A.H.W.C., А.М.І.Е.Е., 
to take charge of the technical or- 
ganization and direction of the 
Institute’s courses. Other courses to be 
offered by the Institute during 1967 
include: Discounted cash flow and 
capital budgeting; Computers for the 
smaller business; Taxation courses; 
Introductory computer courses; 
Changes in auditing emphasis; An 
introduction to systems analysis. 


INTERNATIONAL FISCAL 
ASSOCIATION 


Annual Congress in Stockholm 


This year’s congress of the Inter- 
national Fiscal Association is taking 
place next week, at the invitation of the 
Swedish Branch, in Stockholm. The 
subjects for study and discussion are: 
т. Changes in the tax system as part 
of a stabilization policy — their 
technical and legal implications. 

2. The development in different 

countries of the concept of a 
permanent establishment, notably 
from the point of view of har- 
monization in future double 
taxation agreements. 

The general reporter for the first 
subject is Dr Dag Helmers of Stock- 
holm, and the British national reporter 
will be Mr J. F. Chown, М.А. For the 
second subject the general reporter will 
be Dr Raoul Lenz, of Geneva, and the 
British national report will be pre- 
sented by Mr D. A. A. Longman, 
F.C.A. 

The United Kingdom contingent 
will be led by Mr A. G. Davies, 
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President and Chairman of the I.F.A. 
British Branch. 


THE CHARTERED ACCOUNTANTS’ 

BENEVOLENT ASSOCIATION 
At a recent meeting of the Manage- 
ment Commitiee of the Chartered 
Accountants’ Benevolent Association 
the chair was taken by Sir William 
Carrington, Е.С.А., President of the 
Association, and nine members were 
present. 


Applications for assistance 


Nine new applications were con- 
sidered. In three cases grants were 
given; in three cases donations were 
made, and three applications were 
refused. In addition to a grant, a 
nomination had already been given 
for a flat in a housing scheme of the 
Hanover Housing Associaticn and it 
was reported that the applicant had 
already moved in and was delighted 
with her new home. In addition to a 
donation, a nomination for another 
housing unit was granted. The Secre- 
tary was asked to keep in touch with 
a widow whose application was refused 
with a view to assistance later on after 
her capital had been reduced. 

Twenty-five applications for the 
renewal of grants were considered. 
In twelve cases the grants were re- 
newed; nine were increased and three 
were reduced owing to improved 
circumstances. One case was deferred 
for further information. 


Changes in circumstances 


Ten cases were reported in which 
circumstances had changed during 
the last three months. One beneficiary 
who had been assisted since 1933 
had died, a member who had been 
given a loan towards the cost of a 
training course had repaid the loan 
and a retired member had entered a 
home of Crossways Trust. 


Christmas gifts 
It was decided to distribute Christmas 
food parcels again this year. 
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Holidays for children 


It was reported that the offer of a 
grant towards the cost of a holiday 
for the children of beneficiaries had 
been gratefully accepted in most 
cases. 


NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 


Mr N. T. O'Reilly, ове, Е.С.А., 
senior partner іп N. T. O'Reilly & 
Partners, Chartered Accountants, of 
Carlisle, has been elected President of 
the Northern Society of Chartered 
Accountants for 1967-68. 

Mr O'Reilly, who was admitted to 
membership of The Institute of 
Chartered Accountants in England and 
Wales in 1929, is a member of the 





Carlisle City Council being chairman 
of the Finance and General Purposes 
and Airport Committees. 

A former member - until May this 
year — of the National Council and;the 
Executive Council of the Road Haulage 
Association, Һе was at one time уісе- 
chairman of the Association and* ‘for 
ten years served as chairman of 1 
National Finance Committee. He ig'at 
present deputy chairman of the Баве 
Cumberland Hospital Management 
Committee; chairman of the Garlands 
Hospital Management Committee, and 
a member of the Newcastle Regio: 
Hospital Board. E 


~ 
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Committee’s Report 


The eighty-fifth annual report of the 
Committee of the Northern Society 
shows that the membership at Decem- 
ber 31st last totalled 1,126, with 271 
members in the Tees-side Society and 
115 in the Cumberland Society. 

The first week-end residential course 
to be held by the Society for some 
years took place at the Percy Arms 
Hotel, Otterburn, Northumberland. 
The lectures and discussions were 
primarily directed towards Ше 
Institute’s booklets on practice ad- 
ministration. Informal lunches held 
at Newcastle and Sunderland were well 
attended and at the annual pot-pie 
supper with the local inspectors of 
taxes there were some seventy mem- 
bers and inspectors. 

The Cumberland Society’s varied 
programme included а whole-day 
course at the County Hotel, Carlisle, 
and meetings to enable members to 
discuss the Farm Business Recording 
Scheme with officers of the National 
Agricultural Advisory Service. 

The Tees-side Society arranged a 
number of meetings with a week-end 
residential course at Bede College, 
Durham. An informal discussion even- 
ing at the Vane Arms Hotel, Stockton, 
enabled prospective articled clerks and 
their parents to discuss with members 
of the Committee the prospects of a 
career in the profession. . 


SOUTH EASTERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


Students’ Residential Courses 


The South Eastern Society of Char- 
tered Accountants will hold its 
eighteenth annual students’ residential 
tuition courses in Brighton in Sep- 
tember and December. The Final 
Part I and Final Part IT courses will 
both take place from September 25th 
to 29th, and the Intermediate students’ 
course will be held in December 
(details to be announced later). 


Lectures at each course will be given . 


by tutors from the accountancy corres- 
pondence schools, and the programme 
will include evening buffet meetings 
and a course dinner. Arrangements 
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for hotel accommodation can be made 
if desired, and there is a grant towards 
the cost of such accommodation and 
travelling expenses. The fee for each 
course is seven guineas. 

All students, whether or not within 
the area of the South Eastern Society, 
wishing to attend should apply as 
early as possible for registration forms 
and further particulars to Mr M. S. G. 
Dawes, A.C.A., АЈАЛА., 3 St Peter's 
Place, Brighton, Sussex. 


ANNOTATED TAX CASES 
Part x of Volume XLVI of the Anno- 


tated Tax Cases, edited by Mr Peter | 


Rees, of the Inner Temple, Barrister- 
at-law, is published today and contains 
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reports, with notes on the judgments, 
of the following cases: Princes Invest- 
ments Lid v. C.LR. (С.А.); Princes 
Realizations Ltd v. C.LR. (C.A); 
Envoy Investments Ltd v. С.І.К. (C.A.); 
Clore v. C.I.R. (C.A); Campbell and 
Fairfax-Tones (The Davies's Educational 
Trust) v. CLR. (С.А); CIR. v. 
Saxone, Lilley & Skinner (Holdings) 
Ltd (H.L.); С.І.К. v. Brebner (H.L.); 
Tapper v. Eyre (Ch.D.; Im re 
Gartside's Will Trusts (C.A.); Halefield 
Securities Lid v. Thorpe (Ch.D.); 
Pook v. Owen (Ch.D.); Bourne v. 
Norwich Crematorium 144 (Ch.D.). 

The annual subscription is 7os post 
free and the publishers are Gee & Co 
(Publishers) Limited, 151 Strand, 
London WCa. 


NEW LEGISLATION 


The date indicates when an Act received the Royal Assent. 


STATUTES 
Chapter 49: 


Llangollen International Musical 
Eisteddfod Act 1967 


An Act to make further provision for 
contributions by local authorities in 
Wales (including Monmouthshire) to- 
wards ‘the expense of the Llangollen 
International Musical Eisteddfod. 
^ Fuly rath, 1967 
Chapter 50: 
Farm and Garden Chemicals Act 1967 
An Act to make provision for the 
labelling of farm and garden chemi- 
cals, and matters related thereto. 
July та, 1967 
Chapter 51: 

Licensing (Amendment) Act 1967 
Ап Act to amend Part VII of the 
Licensing Act 1964 in regard to the 
provision of off-licences in licensing 
planning areas, 


Price 5d 


Price 5d 


Price rs 


July x4th, 1967 
Chapter 52: 
Tokyo Convention Act 1967 


An Act to make provision with a view 
to the ratification on behalf of the 
United Kingdom of the Convention 


HERRING, SON & DAW 


| „УАЦЏЕВЅ:& ESTATE AGENTS: -— 
RATING; COMPENSATION .&/DEVELOPMENT CONSULTANTS... 


23 ST JAMES'S SQUARE, LONDON SW 





on Offences and certain other Acts 
Committed on board Aircraft, signed 
in Tokyo on September 14th, 1963, 
and to give effect to certain provisions 
relating to piracy of the Convention 
on the High Seas, signed in Geneva 
on April 29th, 1958; and for purposes 
connected with the matters afore- 
said. 

Price 1s 6d July x4th, 1967 
Chapter 53: 

` Prices and Incomes Act 1967 
Ап Act to make, in relation to prices 
and charges and in relation to terms 
and conditions of employment, further 
provision to supplement or amend the 
Prices and Incomes Act 1966. 

Price 1s 6d July 14th, 1967 
Chapter 55: 

Road Transport Lighting Act 1967 
Ап Act to resolve doubts as to Ше. 
application of the Road Transport 
Lighting Act 1957 to reflecting 
material; to confer power on the 
Minister of Transport to require or 
authorize lights of prescribed colours , 
to be shown to the rear of vehicles; 
and to restrict the carrying by vehicles 
of certain illuminated signalling de- 
vices. 


Price 5d July 21st, 1967 












TRA. 4121 





August 19th, 1967 


Representatives of | 


GEE & CO (PUBLISHERS) LIMITED 


Overseas 


AUSTRALIA 
Тяв Law Book COMPANY OF AUSTRALASIA Pry Lro 
301-305 Kent Street, Sydney, New South Wales 
U.S.A. 
Tus COUNTING HoUsE PUBLISHING Co 
Thiensville, Wisconsin, U.S.A. 


INDIA 
. CHARLES LAMBERT & Со 
101 Mahatma Gandhi Road, Opp. Clock Tower 
‚ Fort, Bombay I, India 
CANADA 
Тнк CARSWELL COMPANY LTD 
145-149 Adelaide Street, West Toronto 2, Canada 
SOUTH AFRICA 
JOHANNESBURG AGENCIES 
P.O. Box 10167, Johannesburg, South Africa 


ў SWEET & MAXWELL (N.Z.) LTD 
54 The Terrace, P.O. Box 5043, Wellington, New Zealand 


HONG KONG 
SINCERE COMPANY LTD 
173 Des Voeux Road Central, Hong Kong 


ISRAEL 
STEIMATZKY’S MIDDLE East AGENCY Lrp 
Р.О.В. 622 Tel Aviv, Israel 


GEE & CO (PUBLISHERS) LIMITED 
151 Strand, London WC2 





HOTELS AND RESTAURANTS 
HAMMERSLEY KENNEDY & CO, 18/182 St George 
Street, Hanover Square, London W1, have since 1899 special- 
ized in the sale and valuation of hotels and catering businesses 
to the exclusion of any other branch of estate agency. The 
partners are members of the leading professional bodies. 


Telephone 01-629 6857. 


Invest in LUTON 
Mortgage Loans 


2 70 


THE Я 
ACCOUNTANT 


Specialized Tuition for the Examinations of the 
INSTITUTE OF CHARTERED ACCOUNTANTS 


At the examinations leading to the qualification of Chartered Accountant, 
Metropolitan College students have gained over 


10,500 SUCCESSES AND 350 HONOURS . 


including fifty-six first places, thirty-eight second places, sixty-six third and 
fourth places and numerous prizes, medals and scholarships. 


Ж The Metropolitan College offers you the benefit of more than -fifty years’ 
accumulated experience in examination coaching. 


Ж A guarantee of coaching until successful. 
ж Helpful, up-to-date study notes, mostly in printed pocket-sized booklet form. 
Ж Adequate test practice and tutorial criticism. 


` Ж Invaluable self-examination questions. 
“с Official publications of the Institute, appropriate to the Intermediate and 


Final] examinations. 

CERTIFICATE IN 
MANAGEMENT 
INFORMATION 


JOINT DIPLOMA IN 
MANAGEMENT 
ACCOUNTING SERVICES 





The abcve mentioned examinations are oper. to members of the Institute and 
have been instituted to improve the standard of accounting services and to 
encourage study in the increasingly important field of business administration 
and organisation, respectively. When applying for particulars of the College 
expert postal courses, please specify the examination in which interested. 


Write today for a free copy of this College ‘Accountancy’ Prospectus to the 
Metropolitan College, St Albans (A1), or CALL at 30 Queen Victoria Street, 
London EC4. Telephone 01-248 6874. After Office hours (5 p.m. Monday to 
Friday) telephone messages are recorded electronically. 


Я Metropolitan College | 


Founded 1910 — Member of the 


. Association of British Correspondence Colleges. ST ALBANS 


VALUERS & STOCKTAKERS SINCE 1846 


Extensive staff of valuers available for stock, fixture, and · 
property valuations in all the main distributive trades 
SALE, ACCOUNTANCY, OR PROBATE 


ORRIDGES 


184 STRAND, LONDON WC2 
Telephone 01-836 9212/3 & 6340 


Minimum £500 Period 2-5 years Branches at Birmingham, Leeds, Bournemouth, Liverpool, 


Sheffield and Swansea. 


(with facilities for immediate repayment) 
BOROUGH TREASURER, AC, TOWN HALL, LUTON 








BUILDING FINANCE 


The Southern Trust will buy your land for you 


by private treaty or auction and provide the finance for purchase and building up to 80%. Expert 
advice provided by specialists in field of development to help you decide which land is worth buy- 
ing and which is not. Architectural assistance available if required. Decisions within 48 hours. 


ST THE SOUTHERN TRUST LTD 
71 Eccleston Square, London SW1 ТАТе Gallery 8689 











Miss Martin operates calculating machines: She is on the ‘outdoor’ staff of Ajax 
who supply experienced operators to work on your own premises. Give. Ajax а 
ring, and Miss Martin—or one of her equally efficient colleagues—will b2 with you 


right away. On your own machine, or one that we supply, any kind of calculating 
Job will be carried out accurately and quickly. So if your own operators are 
*snowed-under', just contact Ajax. We can also carry out your calculating on our 
premises, or should you need an operator for a permanent position tris can be 


arranged through our placement bureau. 


We are proud of the 


services we offer you. 


‘|. HERE'S М/НУ—Еуегу Ajax operator has 
passed our own proficiency test and is a person 
who will respect your company's confidence. 
A copy of the test paper is available to all 
potential clients, 


For full details of our service, write аг paom: AJAX DATA PROCESSING LTD., 21-25 TABERNACLE ST., LONDON E.C.2 Tel: NATional 6161 


а 
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What i is a ПЕЛ Voucher really worth? 


Don't take it at its face value. The intrinsic worth of the 
Luncheon Voucher Scheme is something no responsible 
employer can afford to overlook. And the employer who 


gives Luncheon Vouchers is investing only a little for a , 


very big return. This is a Welfare Scheme that provides 
an incentive to both existing and prospective staff-any 
staff_from shop workers to executives. It ensures them 


c Just а note on your 
ЕЕ letterheading will 
bring you this brochure. A 


а mid-day meal-and their vouchers cost them nothing. 
Even just 3/- a day helps towards paying for lunch. Over 
13,000 restaurants in the British Isles accept Luncheon 
Vouchers. Benefits to tke employer are many—over 
20,000 employeis, large and small, have discovered this 
fact. These benefits are given in detail in the Luncheon 
Vouchers brochure. They are all worth considering. > 


LUNCHEON VOUCHERS LTD 


few moments well spent 2 2 GOLDEN SQUARE- FONDON W REG: SITA 80693 


Printed and Published in Great Britain by Gee & Со (Publishers) Limited, at The Priory Press, London Read, St Albans, Herts. 
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Have you read 
any good books lately?.. 


One in a series of advertisements designed to remind members and non-members 
of the extensive facilities available. 





PUBLICATIONS. 1966 saw the publication of more than a dozen books, booklets and Summer Course 
papers by the Institute and by the General Educational Trust of the Institute. Written by experts, they 
cover a wide variety of subjects ranging from supplements to the Corporation and Capital Gains taxes 
to the educational books available from the Institute's General Educational Trust. The first seven and the 
Trusts Management Information series are available now and the remaining one will be published 
shortly. A list of some publications available is given below. A full list and copies of the booklets are 


available from : 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 





Published by the General 
Educational Trust of the 
Institute 


MANAGEMENT INFORMATION 
Business planning and control 


Research and development — the key to 
future profitability 


The case for marginal costing 


The use of ratios in the study of business 
fluctuations and trends 


The preparation of interim accounts for 
management in the smaller manufacturing 
concern 

Management information and statistical 
method 

Improving the efficiency of an accounting 
department 


The computer as an aid to management 





An audit approach to computers 





Published by the Institute 


TAXATION Supplements 
To the Corporation and Capital Gains Taxes 





Summer Course Booklets 
1964 (Cambridge) 
Estate duty planning. An investor's view 
of company accounts. O. & M. for the 
smaller client 
1965 (Oxford) 
Professional ethics 
1966 (Oxford) 
Co-ordination of finance and manage- 
ment. Present practice and modern 
development in auditing in U.S.A. Some 
aspects of the corporation tax 
1966 (Cambridge) 
Business accountancy principles for 
improving the efficiency of departments 
responsible for servicing management 
The impact of the new tax structure on 
company finance 
The taxation of capital gains 


PRACTICE ADMINISTRATION 

The development of an accounting practice 
Professional practice insurance 

Provision for retirement 


The constitutional arrangements of an 
accountant's practice 


The organisation of a practising account- 
ant's office 


Mergers and associations of professional 
firms 


Towards better fees 


Controls for the effective use of time and 
the keeping of time records 


A practitioner's own taxation problems 


The selection, training and management of 
staff 
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Planning Land Use 


А the United Kingdom economy becomes ever more intricate, 
so the extent of State intervention — and not least the com- 
plexity thereof — increases apace. Nowhere is the truth of this 
generalization moze evident than in the planning of land-use and 
the related efforts to eliminate private profit fromthe disposal of 
land. The latest stage in the efforts to resoive the 'compensation- 
betterment’ problem is the Land Commission Act 1967. 

The Land Commission has three main objects. The first is to 
ensure that land is available for development; the second, that 
planning authorities are made continually aware of the financial 
and economic implications of their policies; finally, to facilitate 
redevelopment in the ‘twilight areas’ of cities. 

In a new Hobert Paper published this week entitled Housing, 
Town Planning and the Land Commission (Institute of Economic 
Affairs, 7s 6d), Mr F. G. PENNANCE seeks to assess the likelihood 
that these objectives will be achieved by the Land Commission 
given its present powers. The basic problem is as simple as it is 
fundamental. As with any other price controls on a commodity in 
limited supply, the longer they exist the more striking the ultimate 
adjustment of prices will prove to be. Present high prices of land 
reflect not merely the termination of controls (i.e. grant of planning 
permission) but also the growing demand for land occasioned Бу 


- higher incomes and a desire among the public for better housing. 


The author stresses that any attempt to ‘ration’ land or to limit 
the price paid to its owners can only prolong the problem. The real 
need is to make more land available — either by freeing it from 
control or by transferring it from other uses. Alternatively, build- 
ing densities could be revised. Seen in this context it is clear, as Mr 
PENNANCE asserts, that the argument for a Land Commission to 
act merely as a land-holding agency has no economic foundation. 

There is, however, a case for such a body as a means of stimu- 
lating the market interests in land and the reform of land law. But 
confusing the issue with the operation of a complicated levy 
on betterment does not help tó achieve these key objectives. ‘The 
levy, avers Mr PENNANCE, could be more effectively collected by 
treating the grant of development rights in land as a saleable 
commodity. In other words, by putting up all planning permissions 
to public auction and taxing the proceeds. In view of the past 
history of State intervention,.and the uncertainty surrounding the 
future of the 1967 Act, any alternative merits consideration. 
Apart from any confusion it may generate, the betterment levy 
can merely still further the miserable yield of the capital gains tax. 
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COMPANIES ACT 1967 


Accounting 
Requirements 


Profit and Loss Account etc. 


| PAARA 12 to 14, inclusive, of Schedule 8 to 

the Companies Act 1948 relate to the profit and loss 
account. Schedule 1 to the Companies Act 1967 adds 
new paragraphs 12A and 13A and makes other sub- 
stantial changes. 

Paragraph 12 (1) (5) of Schedule 8 originally ге- 
quired the profit and loss account to show the amount of 
the interest on the company’s debentures and other 
fixed loans. A substituted paragraph 12 (1) (b) now 
requires the profit and loss account to show the amount 
of the interest on bank loans and overdrafts and loans 
which, not being bank loans or overdrafts, are (i) re- 
payable otherwise than by instalments and fall due for 
repayment before the expiration of the period of five 
years beginning with the day next following the ex- 
piration of the financial year; or (ii) are repayable by 
instalments the last of which falls due for payment 
before the expiration of that period. It is also necessary 
to show the amount of the interest on loans of other 
kinds made to the company, and it is immaterial whether 
any of the loans are secured by debentures or not. The 
new paragraph 12 (1) (б) таау be compared with the 
new paragraph 8 (x) (d) relating to the balance sheet. 

Paragraph 12 (т) (c) required the profit and loss 
account to show the amount of the charge for United 


Kingdom income tax and other United Kingdom. 


taxation on profits including, where practicable, as 
United Kingdom income tax any taxation imposed 
elsewhere to the extent of the relief, if any, from United 
Kingdom income tax and distinguishing where 
practicable between income tax and other taxation. А 
substituted paragraph 12 (1) (c) requires the profit and 
loss account to show the amount of the charge to 
revenue for United Kingdom corporation tax and, if 
that amount would have been greater but for relief 
from double taxation, the amount which it would have 
been but for such relief, the amount of the charge for 
United Kingdom income tax and the amount of the 
charge for taxation imposed outside the United 
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Kingdom of profits, income and – so far as charged to 
revenue — capital gains. 

Three new heads, (2), (ga) and (gb) are substituted 
for the original head (g) of paragraph 12 (1), which 
required the profit and loss account to show the amount 
of income from investments, distinguishing between 
trade investments and other investments. The new 
head (g) requires the amounts respectively of income 
from quoted investments and income from unquoted 
investments to be shown. Head (ga) provides that if a 
substantial part of the company's revenue for the 
financial year consists in rents from land, the amount, 
after deduction of ground rents, rates and other out- 
goings, must be shown. Head (gb) provides that the 
amount, if material, which is charged to revenue in 
respect of sums payable for the hire of plant and 
machinery must be shown. The original paragraph 12 
(т) (h) required the aggregate amount of the dividends 
paid and proposed to be shown. Now it is the aggregate 
amount before deduction of income tax which is to be 
shown. 

Sub-paragraphs 12 (3) and (4) are new. If, in the case 
of any assets, an amount is charged to revenue by way 
of provision for depreciation or diminution in value and 
an amount is also so charged by way of provision for 
renewal, the amount charged for renewal must be 
shown separately (sub-paragraph r2 (3)). If the amount 
charged to revenue by way of provision for depreciation 
or diminution in value of any fixed assets (other than 
investments) has been determined otherwise than by 
reference to the amount of those assets as determined 
for the purpose of making up the balance sheet, that 
fact is to be stated. The new paragraph 12A provides 
that the amount of any charge arising in consequence of 
the occurence of an event in a preceding financial year 
and of any credit so arising shall, if not included in a 
heading relating to other matters, be stated under a 
separate heading. _ | 

Paragraph 13 of Schedule 8, which relates to the 
remuneration of auditors, is the same as before except 
that the amount of remuneration is now to be shown 
under a separate heading in any event, whereas formerly 
this was required if the remuneration of the auditors 
was not fixed by the company in general meeting. 

The new paragraph 13А relating to turnover runs to 


` буе sub-paragraphs. There must be stated by way of 


note to the profit and loss account, unless otherwise 
shown, the turnover for the financial year except in so 
far as it is attributable to the business of banking or 
discounting or to business of such other class as may be 
prescribed for the purposes of paragraph 13A (2). If 


some or all of the turnover is omitted for any of the 


foregoing reasons, the fact that it is so omitted must be 
stated. Where the turnover is given the method of 
arriving at it must also be stated. But a company is 
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not subject to the requirements of paragraph 13A if it 
is neither a holding company nor a subsidiary of another 
body corporate and the turnover which would other- 
wise be required to be stated does not exceed £50,000. 

The original paragraph 14 (3) required the profit and 
loss account to show the basis on which the charge for 
United Kingdom income tax was computed. United 
Kingdom corporation tax is now included. А new sub- 
paragraph (3A) of paragraph 14 provides that the profit 
and loss account must show by way of note, if not 
otherwise shown, any special circumstances which 
affect liability in respect of taxation of profits, income 
or capital gains for the financial year or liability in 
respect of taxation of profits, income or capital gains for 
succeeding financial years. 

Paragraph r5 to 22, inclusive, of Part II of Schedule 
8 to the 1948 Act apply special provisions where the 
company is a holding or subsidiary company. The 1967 
Act makes four changes. Paragraph 15 (2) provides that 
the aggregate amount of assets consisting of shares in, 
or amounts owing (whether on account of a loan or 
otherwise) from the company's subsidiaries, distin- 
guishing shares from indebtedness, is to be set out in 
the balance sheet separately from the other assets of the 
company; and the aggregate amount of indebtedness 
(whether on account of a loan or otherwise) to the com- 
pany's subsidiaries is to be set out separately from all 
its other liabilities. Sub-paragraph (2) (a) originally 
provided that the references in Part I of Schedule 8 to 
the company's investments should not include in- 
vestments in its subsidiaries required by paragraph 15 
(2) to be separately set out. Sub-paragraph (2) (a) now 
reads: ‘the references in Part I of this Schedule to the 
company's investments (except those in paragraph 11 
(6B) and 14 (4)) (which are new) shall not include 
investments in its subsidiaries required by this para- 
graph to be separately set out. 

Paragraph 16 (1) provided that the balance sheet of a 
company which is a subsidiary of another body cor- 
porate, whether or not it is itself a holding company, 
shall show the aggregate amount of its indebtedness to 
all bodies corporate of which it is a subsidiary or a 
fellow subsidiary and the aggregate amount cf indebt- 
edness of all such bodies corporate to it, distinguishing 
in each case between indebtedness in respect of 
debentures or otherwise. This requirement still holds 
good but, in addition, the aggregate amount of assets 
consisting of shares in fellow subsidiaries must now 
also be shown. 

Paragraph 18 provides, subject to qualification, that 
consolidated accounts should, in giving the required 
information, comply as far as practicable with the 
requirements of the 1948 Act as if they were the 
accounts of an actual company. The requirements of 
the 1967 Act are now added to those of the 1948 Act. 


THE й 
ACCOUNTANT 


251 


Paragraph 19 provided that section 196 (directors? 
emoluments) and section 197 (loans to officers) should 
not, by virtue of paragraphs 17 and 18 apply for the 
purpose of the consolidated accounts. Ап amendment 
of paragraph 19 excludes also the application of 
sections 4, 6, 7, and 8 of the 1967 Act. These sections 
relate, respectively, to the identities and places of 
incorporation of companies which are not subsidiaries, 
directors’ emoluments, directors’ emoluments waived, 
and employees receiving more than £10,000 a year. 

Part III of Schedule 8 provides exceptions for special 
classes of company and has been fairly substantially 
amended. Paragraph 23 (1) stated that a banking or 
discount company should not be subject to the require- 
ments of Part I of Schedule 8 other than those specified 
in heads (a) and (5) of sub-paragraph (1). New heads (а) 
and (5) have been substituted by reason of changes made 
earlier in Schedule 8. In the rest of sub-paragraph (т) 
the word ‘reserves’ is substituted for ‘capital reserves, 
revenue reserves’ and the words ‘a reserve or such a 
provision’ for ‘such a reserve or provision’. 

As was expected, paragraph 24 relating to insurance 
companies has undergone some change; and paragraph 
25, relating to shipping companies, has also been 
changed. A substituted sub-paragraph (1) provides 
that a shipping company shall not be subject to 
the following requirements of Part I of Schedule 8, 
viz. : (а) as respects its balance sheet, those of paragraph 
4 (except so far as it relates to assets), paragraphs 5, 6 
and 7 and sub-paragraphs (6A) and (6B) of paragraph 
11; and (Б) as respects its profit and loss account, those 
of sub-paragraph 1 (а), (е) and (f) and sub-paragraphs 
(3) and (4) of paragraph 12 and paragraph 13А. А 
substituted sub-paragraph (3) defines 'shipping com- 
рапу' for the purposes of paragraph 25 as meaning а 
company which, or a subsidiary of which, owns ships 
or includes amongst its activities the management or 
operation of ships, being a company which satisfies the 
Board of Trade that, in the national interest, it ought to 
be treated for the purposes of paragraph 25 as a ship- 
ping company. 

Part IV of Schedule 8 contains a number of de- 
finitions for the purposes of the Schedule. In paragraph 
27 (1) (b) the statement of what ‘reserve’ does not in- 
clude now covers 'any sum set aside for the purpose of 
its being used to prevent undue fluctuations in charges 
for taxation’. The definition of ‘reserve’, however, is 
subject to the definition of ‘provision’ in sub-paragraph 
27 (1) (a). This apart, ‘reserve’ does not include (a) 
any amount written off or retained by way of providing 
for depreciation, renewals or diminution in value of 
assets; (Б) any amount retained by way of providing 
for any known liability, or (c) any sum set aside for the 
purpose of tts being used to prevent undue fluctuations 
in charges for taxation. 
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‘FINANCE ACT 1967 


Premiums and 
Betterment Levy - II 


ARAGRAPH 1 (7) of Schedule 15, to the Finance 

Act 1967, is directed to giving some relief to a 
person who is charged to tax under Case VI of Schedule 
D by reason of sections 23 or 24 of the Finance Act 
1963, which sections supplement the Case VIII pro- 
visions in section 22 of thzt Act. Those provisions аге 
directed to imposing tax on premiums for leases, on 
advantages accruing to a landlord from his tenant's 
covenants to carry out building works, and on lump 
sums received from tenants for variations in the terms 
of their leases. 

A property-owner migh- be tempted to circumvent 
those provisions, by adopting certain devices. Thus, if 
he had property to let at a premium, he could first let it 
to an associate without taxing the premium; the as- 
sociate could then assign it to the proposed tenant for a 
lump sum equivalent to the premium foregone. A sum 
received on an outright ass gnment of an existing lease 
is not a premium and there is no charge to Case VIII 
tax on it. Section 23 of the Finance Act 1963 imposes 
tax on the assignor, i.e. the associate and not the land- 
lord, on the same lines as if the consideration he receives 
were a premium, and as if пе were the landlord. 

Paragraph 1 (7) of Schedule 15 to the Finance Act 
refers to the amount on waich tax is imposed as ‘the 
taxable amount’, and of coarse this is normally only a 
fraction of the notional premium. If the assignment 
attracts betterment levy under Case A, the assignor 
is to have relief by a reduction of the ‘taxable amount’ 
but obviously the levy is czlculated on the whole con- 
sideration for the assignment. It follows that the de- 
duction for levy must normally be less than the levy 
actually payable. Not surprisingly the draftsman has 
` boggled at giving precise directions as to how this 
reduction must be calculated. It is merely stated that 
one must compute the levy “attributable to’ the taxable 
amount. 

Another device which tie draftsman of the 1963 
Act foresaw was the sale 5f a property with its ге- 
purchase, by the vendor от his associate, at a lower 
price; the difference beirg a disguised premium. 
Section 24 of the Finance Act 1963 imposes Case VI 
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tax on the vendor, computed on the lines of the section 
22 charge on part of a premium. The sale could at the 
same time attract betterment levy on Case А and 
accordingly paragraph т (7) provides for similar relief 
as in the case of the assignment of a lease. 

Paragraph т (8) is divided in to (а) and (6). Under (a) 
come the complicated provisions in paragraphs 8, 9, 
and то of Schedule 4 to the Finance Act 1963. 

Suppose that Е, the freeholder of property, grants a. 
lease to L at a premium. He pays Case VIII tax on part 
of the premium, pursuant to section 22 of the Finance 
Act 1963. Paragraph 8 of Schedule 4 in the 1963 Act 
calls the amount on which he pays Case VIII tax 'the 
amount chargeable on the superior interest’. Suppose 
now that the lessee, L, then grants a sublease, also at a 
premium. He, too, must normally pay Case VIII tax 
under section 22 in respect of this second premium. 
Paragraph 8 gives relief to L in respect of the tax paid 
on ‘the amount chargeable on the superior interest’. 

Suppose now that F was also charged betterment levy 
in respect of the grant of the head-lease. He will have 
been allowed relief in respect of that levy, pursuant to 
paragraph 1 of Schedule 15 to the Finance Act 1967 and 
so the amount charged on F under Case VIII is less. 
Paragraph 1 (8) (a) requires that the relief for better- 
ment levy be ignored in making the computation under 
paragraph 8 of Schedule 4 to the Finance Act 1963. In 
other words the relief to L is computed on the full 
amount chargeable before any deduction for levy. 

Paragraph 1 (8) (а) is not confined to the straight case 
of a premium charged under section 22 on the superior 
lessor. It applies also to tax charged under sections 23 
and 24, and to tax charged under section 22 in respect 
of lump sums expended by L, either on building or in 
consideration for a variation in his lease. 

Just as there is relief against Case VIII (or Case VI) 
to a sub-lessor in respect of the tax charged on his 
landlord under sections 22, 23 and 24 of the 1963 Act, 
so a lessee who occupies the land for trade purposes 
may have relief, pursuant to section 29 (3) and Schedule 
9 to the Finance Act 1963. In these provisions, the 
amount on which tax has become chargeable in respect 
of premium and like sums is called ‘the amount 
chargeable’ and relief to the trader-lessee is computed 
by reference to that amount. Paragraph 1 (8) (b) of 
Schedule 15 to the Finance Act 1967 directs that in 
taking 'the amount chargeable' in these provisions, any 
deduction for betterment levy is to be ignored. 

Paragraph 1 (то) of Schedule 15 to the 1967 Act deals 
with necessary adjustments in the following cases: 

(1) where levy is charged in respect of land, part only 

of which is the relevant land for the purposes of 
Case VIII or Case VI tax; and 

(ii) where part of the consideration for a disposition 

is payable to a person other than the grantor in the 
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circumstances mentioned in section 36 (3) of the 
Land Commission Act 1967. (This deals with 
levy under Cases A, B or E where the other 
person takes part of the consideration as being a 
person to whom the grantor was contractually 
bound to convey the interest, and he and the 
grantor ask for an apportionment of levy.) 
In each of those cases, the betterment levy is to be 
apportioned 'in such a manner as may be appropriate in 
the circumstances’. Here there is a wide field for argu- 
ment. 

Paragraph т (14) directs that the paragraph is to 
apply in relation to ‘any chargeable act or event’ before 
as well as after the passing of the Finance Act 1967. Тће 
phrase quoted is taken from the Land Commission Act. 

The rest of paragraph 1 of Schedule 15 deals with 
administration. It may be a long time before the levy 
arising from a particular event is determined. If a notice 
of assessment to levy results in an operative assessment 
for the purposes of the Land Commission Act (Part 
IIT), then it becomes final and conclusive for the pur- 
poses of paragraph 1 of Schedule 15 (paragraph 1 (9)). 
However, this is subject to any adjustment under sec- 
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tions 54 and 55, or any otlier provision of that Act. 
Section 54 deals with mistakes of fact and section 55 
with further notices of assessment to levy. Thus the 
final repercussions of the Land Commission Act on 
Case VIII liability may be years in working themselves 
out. 

If a tax assessment is made and a dispute arises as to 
how paragraph 1 is to be applied, that dispute is to be 
determined not by the tax commissioners but by the 
Land Tribunal (paragraph 1 (11)). The Land Com- 
mission must supply to the tax inspector and to the 
Tribunal such information as they may require for the 
purposes of the paragraph (paragraph 1 (12)).. 

Eventually there is to be a Land Tribunal for. 
Scotland which will, of course, deal with Scottish cases. 
In the meantime appeals go to a person selected from 
the panel of referees appointed under Part I of the 
Finance (1909-10 Act 1910). Part I introduced the 
duties on land values which were subsequently 
dropped. However, section 34, which provided for 
panels of valuers in England, Scotland and Ireland, 
remains unrepealed until the Scottish Land Tribunal is 
set up. 





Current 
Affairs 





Synopsis to the New Finance Act 


T supplement with this issue ~ ‘The Accountant 
Synopsis of the Finance Act 1967 and the Selective 
Employment Payments Act 1966” – deals with the 
alterations to chargeable gains and capital gains tax 
consequent upon the introduction of the betterment 
levy. The further extensive amendments to corporation 
tax and capital gains rules are fully dealt with, together 
with the new provisions for group relief, personal 
reliefs, authors and artists, underwriters, farmers and 
other special circumstances. 

Revisions to stamp duty and the extension of 
selective employment tax refunds are also included. 

In view of the extension of selective employment 
tax refunds and the introduction of the regional em- 


ployment premium effected by Part IV of the Finance 
Act, the synopsis also covers the Selective Employment 
Payments Act 1966. 

Designed for easy reference as an extended index to 
the Acts concerned, the synopsis can conveniently be 
extracted, cut and folded to slip into the reader’s 
copies of the Acts. 


National Trust Advisory Committee 


IR HENRY BENSON, С.В.Е., Е.С.А., immediate 

Past President of The Institute of Chartered 
Accountants in England and Wales, has agreed to be 
the chairman of an Advisory Committee which will 
review the management, organization and responsi- 
bilities of the National Trust and consider possible 
amendments to the National Trust Acts. The com- 
mittee will report to the Council of the Trust. 

Other members of the committee are Mr L. J. 
Clark, a member of the Estates Committee and е ` 
member of the Council of the Trust nominated by the 
Youth Hostels Association; Mr К. P. Т. Gibson, 
a directar of The Financial Times and other companies, 
and an elected member of the Council; and Sir 
William Hayter, Warden of New College Oxford, a 
member of the Council nominated by the Trustees 
of the British Museum. The committee have power 
to co-opt other members and to seek whatever legal 
and other advice may be needed. Their recommenda- 
tions and the action which the Council propose to 
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take in respect of them, will 5e published in due course. 

From time to time the Council of the National 
Trust has initiated reviews of the organization of the 
Trust. The last such occasion was in 1958 when a 
committee was set up under the chairmanship of the 
late Sir Philip Nichols. One cf the main results of 
their report was the exteazion of the regional com- 
mittee system, which has enabled much of the work 
of the 'T'rust to be decentralzed. 


New Companies Act Booklet 


А booklet on the new company legislation 
has appeared this week — this time under the im- 
primatur of The Institute of Chartered Accountants of 
Scotland. Entitled The Companies Act 1967 – Some 
Requirements and Implicattoas (84 x54, тоо pp., price 
tos), it deals with the subject-matter in two ways. 

First, there is а twentv-Cour page summary com- 
paring the requirements of the new Act with the 1948 
Act, giving the appropriate references, and drawing 
attention to the principal changes in bold type. This 
summary comprises Chapi- I. Then there is a four- 
chapter commentary on the effects of revised law. 
Chapter 2 deals with disclosure in company accounts 
and directors’ reports; Сћаргег 3 looks at a number of 
matters concerning directors and secretaries and com- 
ments on the extended рочтгѕ given to the Board of 
Trade in company investigations. Chapter 4 relates to 
taxation and estate duty problems arising on consider- 
ation of the new Act; while tae final chapter deals with 
the qualifications, appointment and responsibilities of 
auditors. 

A useful index running -o just over seven pages 
completes the work whick, while not attempting а 
study of the specialist legis ation affecting insurance 
companies, banks, shippicg companies and money- 
lenders, forms a handy and concise work of reference. 


Inland Revenue Difficulties 


Ар will appreciate that matching 
their own burden, the volume of work falling on 
the Inland Revenue staff, -hrough the 1965 Finance 
Act, is far greater than а: which new Finance Acts 
normally impose. Some еу:сепсе of their continuing 
difficulties is provided in ths latest report of the Chief 
Inspector’s Branch Whitley Committee meeting held 
last May, in the current (August) issue of Taxes – the 
journal of the Inland Revenue Staff Federation. 
"Thanks to two spells of cvertime, arrears of corres- 
pondence in the offices had teen kept down and there 
was, in fact, a modest improvement in the position. On 
the other hand, assessing arrears in respect of Schedule 
E were higher throughout :he country than a year 
previously. According to the Chief Inspector, districts 
had done well in getting the corporation tax assessing 
procedure under way without major difficulty. There 
was satisfaction with the reduction in the percentage of 
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open Schedule E appeals which, in the opinion of the 
Chief Inspector, reflected increased efficiency and co- 
operation resulting from the new assessing and appeals 
procedure. 

The Official Side of the committee was well aware of 
the pressure which districts had been enduring for a 
long time. This was particularly evident in difficult 
recruiting areas like London and Birmingham; indeed, 
in the central London area a combination of factors 
had produced the rise in tax arrears. There is no doubt 
that lack of staff, due partly to difficulties in recruit- 
ment, but also to losses of trained staff, continues to be 
a matter of serious concern. | 

Tax officers, higher grade (T.O.H.G.), were carrying 
an especially heavy burden. In the six months prior to 
the May meeting, numbers in that grade had risen from 
6,004 to 6,330; unfortunately, however, there was an 
inevitable lack of experience among a large number of 
recruits. In the opinion of the Chief Inspector, the lack 
of experience at present and for some months ahead 
was bound to affect the ability of the districts to match 
up to the work load. 

On more mundane establishment matters, it is 
interesting to note that the Revenue is extending the 
adoption of audio-typing and there are now more than 
300 tax districts using this system. In London the 
system had been an especial boon — in fact, says the 
report, it is difficult to see how London offices could 
have managed without it. The Revenue seems con- 
vinced that the time has come when the use of this 
technique must be extended generally but gradually 
throughout the country. Not unnaturally staff are 
anxious that some attempt will be made to study the 
human problems involved in changing over to the 
system on such a large scale. 


International Salary Comparisons 


N executive who holds the job of production con- 

troller with a British company at £2,000 per year 
would be 79 per cent better off if he went to Canada, 
25 per cent better off in Germany, 44 per cent better 
off in France, and only 1:5 per cent worse off if he went 
to work in the Netherlands. These differences are 
accounted for by the differing tax levels, states a report 
on executive salaries in Europe and North America pre- 
pered by Associated Industrial Consultants Limited; 
it is based on information from more than 2,000 com- 
panies in Europe and Canada. 

In a review of taxation, the report notes that France 
maintains a consistently low rate of taxation, although 
this apparent advantage is in some part compensated 
for by the high rates of French indirect taxation. At 
the upper limit of £10,000 gross, the British executive 
pays more tax than anyone except the Irish and Dutch. 
He pays almost twice as much tax as does his American 
counterpart. 

A calculation of comparative cost-of-living indices 
shows that if the London rate is at 100, the corres- 
ponding indices for Copenhagen, Geneva, Montreal 
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and Rome are all a few points higher, while Paris is 
12 points higher, Stockholm 20 points higher, and 
New York at 143, the highest. In The Hague, 
Dusseldorf and Bonn, Vienna and Lisbon, the cost of 
living is lower. The corresponding figure in Lisbon, for 
example, is 77:5. 

Taking these six major countries, і.е. the United 
Kingdom, Canada, Germany, France, U.S.A. and the 
Netherlands, the A.I.C. survey shows that Germany 
is the most advantageous place in which to live. 
According to the report, if a German executive is posted 
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abroad hs will require a salary increase of up to 50 
per cent to maintain a similar standard of living. А 
United Xingdom executive will be better off in 
Canada, France, and Germany, and will need a bigger 
salary only in the U.S.A. and the Netherlands if 
his salary exceeds £5,000. 

Perhaps one of the most interesting points to emerge 
from the report is that an examination of the average 
length of tenure for a variety of executive posts suggests 
that British executives are more mobile than their 
opposite numbers in most other countries. 





This is My Life 
by An Industrious Accountant 


RINNY, the personnel director, convened a 

meeting of senior staff of the selling departments to 
consider a reorganization of their hierarchical struc- 
ture. Аз he rather suspected the discussion might get 
out of hand — salesmen being notoriously intemperate 
in their reaction to change suggested by others — he 
asked me to sit in with him. For moral support, I 
suppose. Prinny likes to be able to say firmly — ‘Well, 
we're unanimous at this end' — when disagreement 
rages. 

He put up a striking ‘family tree’ diagram on the 
big board and easel that we use for the display of 
charts. It showed all the lines of communication and 
responsibility, the supervisory levels, and the chains 
of command in multi-coloured brilliance. Somehow, 


it had a vaguely sinister effect, and each of the salesmen. 


eyed it suspiciously on arrival. They muttered together 
quietly and drew their chairs back as if the 'family tree' 
might topple over on them at any moment. 

The problem with salesmen, of course, is that they 
always hunt in groups. When there is an accountants' 
meeting, by comparison, we gather a small number 
together, discuss the matter, come to a decision, and 
go away to pass the news around as necessary. 

Salesmen, on the other hand, tend to bring their 
subordinates to keep them in the picture, or somebody 
from transport who might be helpful, or a representa- 
tive of ‘Mail Orders’ who seemed to have been left off 
the circulation list. Prinny deems it impolitic to turn 
them away, so he usually grunts assent while the inter- 
lopers sit down cheerfully. 

If we could confine attendance at meetings to those 
who are strictly necessary, and eliminate those who are 
vaguely thought to be entitled to attend, we'd have 
enough surplus staff to man another store. 

Anyhow, in this instance, Prinny commenced by 
explaining jovially that possibly, just possibly, we 


could improve efficiency and morale by re-defining the 
levels of supervision. Instead of a Class IV salesman 
reporting to a Class VI senior, who-would in turn clear 
the issue with a Class XIII departmental buyer, we 
might telescope a section profitably so as to have Class 
Vs liaise direct with the buyers. There would be 
problems, needless to say, but with men of the experi- 
ence and ability — and indeed loyalty — of all those 
present, he would hope. . . . 

But his words fell on stony ground. The salesmen 
were silent for a while after he finished, then they 
reacted with cautious probing questions rather than 
shouts cf support. Would all the present 'Fours' 
be automatically promoted to 'Fives', with resulting 
pay increases? What would happen to the ‘Sixes’? 
Further promotion? Would anybody be demoted or 
made redundant? 

At this point the meeting showed signs of becoming 
heated so Prinny promptly sent out for tea, sat back, 
and let them all argue it out among themselves. He 
jotted down the salient points. These, he indicated, 
would be reviewed prior to a further meeting to be 
arranged shortly. I listened fascinated. Ideas for a 
reorganization of Accounts was developing as a useful 
by-product. 

When the disgruntled salesmen had departed the 
director soliloquized complacently about his up-to-date 
psychological approach — the zenith of managerial 
skill in this sophisticated decade. No bulldozing, no 
intimidation; just а slow process of achieving har- 
monious mutual agreement. Inspiration and stimula- 
tion, those were the new techniques. 

It was a pleasing conceit, so I tactfully kept silent 
about a recently-read paragraph in H. M. Stanley’s 
journal of jungle exploration, Through the Dark 
Continent: 

‘All great enterprises require a preliminary deliberative 
palaver, or as the Wangwana call it, a shauri. In East 
Africa, particularly, shauris are much in vogue. Precipitate, 
energetic action is dreaded. “Gently” is the warning 
word of caution given.’ ' 


Obviously the travel-worn pioneers of 1874 were. 
successfully practising the art of management even if 
they didn’t write or talk voluminously about it as we 
do nowadays. i 
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Tax Code for Assurance Companies 


by Н. S. A. MACNAIR, Р.С.А. 


TE exemptions from liability to income tax under 
Schedules C and D on the yield of investments 
which are granted to non-residents by sections 120 
and 190 of the Income Tax Act 1952 are withdrawn 
in the case of those who carry on a business in the 
United Kingdom consisting wholly or partly in dealing 
in securities, stocks and skares or of banking, with an 
extension to assurance business (section 436). There is 
no alteration to the exemption granted under those 
schedules as such, but the relevant income has to be 
included in the trading results and also in the Case I 
computations prescribed for the business of granting 
annuities on human life. 

One may note here that section 430 provides for a 
charge under Case III of Schedule D in respect of any 
income of an assurance company from the investments 
of its life assurance fund, excluding any annuity 
funds, if the company is one which, although having 
its head office outside the United Kingdom, carries 
on life assurance business there through any branch 
or agency. In that event the income so charged is not 
merged for assessment purposes with other classes of 
. income also dealt with under Case III. The income 
chargeable is, however, restricted proportionately by 
reference to waat may be styled ‘domestic’ premium 
income in the basis year. 

‘Domestic’ premium income is measured by having 
regard to the amount of premiums received in the year 
either from policy-holders resident in the United 
Kingdom or from other sources where the proposals 
were made to the company at or through its office or 
agency in the United Kingdom. 


Commonwealth companies 


In the case of an assurance company having its head 
office in any part of Her Majesty's dominions outside 
the United Kingdom, in India or in the Republic of 
Ireland, the Commissioners of Inland Revenue are 
empowered by section 430 of the Income Tax Act 
1952 by regulation to substitute some other basis for 
ascertaining the ‘domestic’ proportion of investment 
income. Although many erstwhile members of Her 
Majesty’s dominions have elected for republican 
status, their position in this context is preserved by 
special legislation in favcur of such territories as 
Cyprus, Сћапг, Kenya, Malaysia, Nigeria, Pakistan, 
Tanzania, Uganda and Zambia, so that the scope for 
applying the substituted basis remains little diminished. 

The terms of any such regulations made by the 


Commissioners are likely to be of limited application 
only, but an illustration may be seen in the case of 
Australian Mutual Provident Society v. C.I.R. (26 A.T.C. 
261; 28 Т.С. 388) where in lieu of premium income, it 
was prescribed that the amounts of liabilities shown in 
periodical Board of Trade returns should be utilized 
in arriving at the relevant ratio to be applied to world 
investment income. 

Although that arrangement appears to have stood 
for at least twenty years, it is not without interest that 
in the later case of Ostime v. Australian Mutual 
Provident Society (38 А.Т.С. 219; 38 Т.С. 492) it was 
the statutory premium income basis which was in 
question. A further point to note here is the rule in 
section 436 (3) whereby income from exempt Govern- 
ment securities requires to be brought into the calcula- 
tions. It may happen, however, that the scale of tax 
borne by deduction at source exceeds the charge as 
arrived at above and in that event the appropriate 
reduction is made. 


Distinct computations 


It should be observed that segregated computations 
require to be made for the businesses of ordinary life 
assurance, industrial life assurance and assurance 
business of any other class. If the Schedule D, Gase I, 
basis is not the method of charge applied to the profits 
from ordinary life assurance, then the results of pension 
annuity business or general annuity business are each 
to be dealt with under Case VI in watertight compart- 
ments, that is, without the right to have losses relieved 
against extraneous profits or gains also assigned to 
Case VI, а rule continued under section 69 (3) (b) of 
the Finance Act 1965 with the substitution of references 
to section 60 of that Act for section 346 previously 
applicable. 

This rule was introduced in 1956 and superseded 
the former procedure whereby the profits arising from 
all annuity business (‘the granting of annuities on 
human life’) were deductible from management 
expenses in company with the amount of any fines, 
fees or profits arising from reversions, a trio granted 
a fresh lease of negative life by section 69 (т) (5) of 
the Finance Act 1965. Until April 5th, 1966, the last 
mentioned element enjoyed the privilege of the set-off 
of antecedent losses arising from reversions since 
April 6th, 1915. The significance of that date lies in the 
fact that previously reversionary profits, fines and fees 
had all escaped taxation. 
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The above rules were expressed to apply to ‘assur- 


ance companies' (see below) but a segregated class was 


inaugurated in 1938 by the rule now contained in 
section 431 relating to the capital redemption business 
(not being life or industrial business) of effecting, after 
1937, and carrying out contracts of insurance, whether 
by means of the issue of policies, bonds or endowment 
certificates or otherwise, whereby in return for one or 
more premiums paid to the insurer, a sum or series of 
sums is to become payable to the insured in the future 
(e.g. an annuity-certain). 

Any pre-1938 business will continue to be dealt 
with under the rules of Case I which formerly applied 
while these rules retain a relevance in the context of 
losses. The establishment of such losses had involved 
a notional computation whereby any income derived 
from investments held in connection with the capital 
redemption business was to be included in arriving at 
the results and this rule is continued by section 69 (9) 
of the Finance Act 1965 in relation to losses dealt with 
under sections 58 and 59, franked investment income 
being brought in as well. 

In the same way, franked investment income was 
expressed to be an ingredient in measuring up Case I 
results for life assurance purposes while in relation to 
sections 58 and 59 the measurement of losses is to take 
account of profits derived from the investments of the 
company's life assurance fund, including franked 
investment income of a company resident in the 
United Kingdom. 


‘Reserved’ profits 


It might at least be thought obvious that life assurance 
business is essentially distinct from fire, accident, etc., 
business but in fact these were all lumped together for 
tax purposes before 1915 and the divorce then enacted 
has left the custody of such subsidiary classes as 
permanent sickness insurance and (fatal) accident 
business on the general side of insurance. 

A major development in establishing the tax base 
for life assurance came in 1923 with the rule that profits 
belonging to, allocated to or expended on behalf of 
policy-holders or annuitants are not includible in the 
(notional) Schedule D, Case I, computation, while 
profits set aside for such beneficiaries are also excluded 
from the computation pending ascertainment of the 
. final destination of the amounts set aside. Moreover, as 
regards ‘reserved’ income derived from such ‘reserved’ 
profits the company is entitled to repayment of гпу 
income tax borne by deduction or otherwise in excess 
of the ‘reserved’ rate of 37-5 per cent introduced in 
1940 in place of the soaring standard rate. 

‘The amount of the ‘reserved’ profits at any given 
time would appear to be a straightforward matter of 
fact but one can see that the identification of ‘reserved’ 
income is less easy, bearing in mind that the Inland 
Revenue regard all the investments of a life office in 
respect of ordinary business, pension annuities and 
general annuities as an entity, the industrial business 
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forming another entity.! Hence section 427 (2) specified 
the opinion of the Commissioners of Inland Revenue 
as the measure of that part of total income which 
qualified as ‘reserved’, although subsection (3) spells 
out the need to exclude income absorbed in granting 
reliefs, e.g. management expenses. 

Nor are these the only boundary lines. Where 
overseas interests are involved, their holdings of tax- 
exempt Government stocks represent an enclave in 
the tax area necessitating extensive policing to ensure 
that their duty-free benefits do псі filter through into 
the chargeable zone, while the nexus of investments 
making up a ‘foreign life assurance fund’ is also 
distinguishable. 

It may be as well to emphasize here that the Case I 
computation referred to above is not a real but a 
notional artifice employed in various restrictive con- 
texts. These points are illuminatingly discussed in 
paragraphs 30 and 31 of a prize paper by R. B. Gow, 
reproduced in volume 58 of the Journal of the Chartered 
Insurance Institute, although this must be read with an 
eye to recent changes in the law. 


Annuity profits 


Again, despite the transfer of annuity profits from the 
negative side of management expenses to a segregated 
class of Case VI, the method of computing those 
profits laid down in subsection 425 (6) of the Income 
Tax Act 1952 has been preserved. This method involves 
the use of Case I principles and, of course, the exclusion 
of management expenses dealt with elsewhere. The 
carry forward of losses (since the 1923 inception of the 
charge on annuity profits) is continued and the rule in 
section 427 (1) as to exclusion of 'reserved' profits is 
repeated so far as applicable to annuitants only. 
However, ‘reserved’ profits have proved difficult to 
accommodate within the new legislation. Section 69 (7). 
denied recovery of income tax attributable to ‘reserved’ 
income except in so far as in excess of the 37:5 per cent 
rate designated for such income. It also offered scope 
for recovery of tax in connection with both classes of 
annuity business, an opportunity retracted as regards 
general annuity business by the Finance Act 1966 
(Schedule 5, paragraph 9 (x)) which redrew the rules. 
The Finance Act 1967 makes further alterations, 
beginning with the elimination of the opinion of the 
Commissioners as the yardstick of ‘reserved’ income. 
Under the new arrangements (paragraph 2 of Schedule 
II to the Act) the extent of the company’s available 
investment income is circumscribed by eliminating, 
firstly, so much of it as has been excluded from charge 
to tax by virtue of any provision and, secondly, any 
income against which relief has been allowed by 
deduction or set-off. In this connection the setting off 
of income tax against the company's own Schedule F 
liabilities is equated with repayment but repayments 
by way of utilization of losses etc. against franked 


1 See the paper bv К. Le Cras, Е.І.А., at page 87, volume 64 of 
the Journal of the Chartered Insurance Institute. 
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investment income under section 62 of the Finance Act 
1965 are treated as altogether distinct. The inner area 
of income thus bounded is then divided so as to reflect 
the fraction which, on a computation of the profits of 
the company in respect of its life assurance business in 
accordance with the provisions applicable to Case I 
of Schedule D (whether rotional or otherwise) would 
be connoted by the ‘reserved’ profits. Should the 
income arising in this inner area exceed that Case I 
' profit, then the whole of the excess ranks for relief 
together with the ‘reserved’ proportion of the Case I 
profits. | 

Perhaps the whole operation may be looked on as a 
backhanded method of enforcing a full rate of tax as 
regards profits at the disposal of the proprietors. The 
displacement of the former procedures for ‘reserved’ 
profits is scheduled to take effect, as respects corpora- 
tion tax, for accounting periods ending after April sth, 
1966, and, as regards income tax, from April 6th, 1966. 


Pension annuity business 


The problems of annuity business require further 
consideration. When its bivartition was necessitated in 
1956 the establishment of the pension annuity division 
was to be effected by reference to the then outstanding 
liabilities in respect of the (wholly or partially) approved 
elements in superannuation schemes (section 379, 
Income 'Tax Act 1952) to which was added the insur- 
ance of group retirement benefit schemes authorized 
by section 22 of the Finance Act 1956. The pension 
annuity division also inzludes retirement annuity 
contracts effected with individuals and, for periods 
since April 5th, 1956, any division to be made between 
the general and pension annuity business involves 
attributing to the latter the premiums (including any 
consideration for an annuity) flowing from the types 
of business described above, together with the resultant 
part of the company's annuity fund and liabilities with 
other incomings and outgoings. The residue represents 
general annuity business. In addition to prescribing the 
necessary transitional arrangements for 1956-57, 
sub-section (9) of sectior 24 permitted antecedent 
unrelieved losses to be carried forward, the appor- 
tionment to be made in such manner as might be ap- 
propriate. | 

The object of segregating.the pension annuity 
division lies in the exemption from income tax accorded 
in respect of income from investments and deposits 
of that part of the company’s annuity fund referable to 
the pension annuity division and, as a corollary, it 
has not been permissible to treat the outgoing annuities 
as derived from profits or gains brought into charge to 
tax. Moreover, this exemption does not exclude any 
sums from being taken into account as receipts in 
computing profits or gains or losses for any purpose 
of the Income "Гах Acts. 

In the context of corporation tax it was thought 
advisable in the 1966 Act (Schedule 5, paragraph 9 (6)) 
to specify that group іпготе is not to be taken 
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into account in computing pension annuity profits 
while the annuities themselves are to be deductible. 
Moreover, subject to the election noted below, para- 
graph 9 (4) (of Schedule 5, Finance Act 1966) pre- 
scribes a three-part treatment for franked investment 
income in relation to pension annuity business whereby, 
despite the normal rules of sections 47 and. 48 of the 
Finance Act 1965, franked investment income is 
includible in profits, ranks for repayment of income tax 
and is thereupon to be ignored for section 48 purposes. 

A right of election for assurance companies in 
relation to pension annuity business was created in 
1966 (Schedule 5, paragraph g (5)). If a profit from 
such business has been ascertained under the section 
24 rules, the prescribed treatment of franked invest- 
ment income indicated above may be set aside to the 
extent elected and up to the amount of that profit. 
Parts of accounting periods falling in different income 
tax years of assessment are treated as distinct account- 
ing periods as far as the making of elections is con- 
cerned and these are required to be made within two 
years of the end of the (part of the) accounting period 
concerned, although the Board of Inland Revenue are 
empowered to extend this time limit. 


General annuity business 


Before corporation tax the treatment of general 
annuities may be said to have offered no particular 
problems. They were excluded (when paid) in arriving 
at the Case I results of such business because dealt 
with under the rules of section 169 of the Income Tax 
Act 1952 which permitted them to be covered by the 
surplus investment income. The latter would normally 
have yielded an adequate surplus for this purpose, a 
surplus intensified by the flow of purchased life annuity 
business following from section 27 of the Finance Act 
1956. Initially section 69 (7) (6) of the Finance Act 
1965 continued this treatment, the set-off of general 
annuities against franked investment income being 
contemplated together with the possibility of recover- 
ing income tax from franked investment income not 
so utilized but the position was altered by paragraph 9 
of Schedule 5 to the Finance Act 1966. Investment 
income was then cordoned off from annuity profits, 
specific mention being made of franked investment 
income, group income and income chargeable to 
corporation tax otherwise than under section 24 (of 
the Finance Act 1956). 

Again section 69 (3) (b) had validated general 
annuities as charges (for the purposes of section 52) 
up to a limit equal to the amount of the income charged 
to corporation tax (the 1966 Act spells out the exclusion 
of ‘section 24’ annuity profits themselves charged to 
corporation tax) and franked investment income of the 
part of the company’s annuity fund referable to 
general annuity business. This necessitates the corollary 
that, despite the rule in section 53 (5) which prohibits 
the deduction of annuities in reckoning income from 
any source, the gross annuities which fail to qualify as 
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charges because they exceed the ceiling just mentioned 
are to be allowed to swell any loss (or to reduce profits) 
in computing the results of general annuity business. 

Sub-paragraph (3) of paragraph g (Schedule 5 to the 
Finance Act 1965) then went on to provide that franked 
investment income used to cover general annuities (as 
charges) was to be ‘left out of account under section 48 
of the Finance Act 1965’. This formula seems to have 
been too imprecise and sub-paragraph (8) of paragraph 
2 in Schedule 11 to the 1967 Finance Act provides, 
with retrospective effect, that franked investment 
income so used is to be ‘income the tax on which is not 
available for set-off against income tax which the 
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company is liable to pay in respect of its own distri- 
butions’, which is no more than one might expect. 

The 1966 Act also arranged for the utilization of any 
general annuity profits and group income referable to 
general annuity business in priority to franked invest- 
ment income. Moreover, in the case of a company 
carrying on mutual life assurance business no distri- 
butions (derived therefrom) to persons participating 
in the mutual activities are recognized but as regards 
annuity business the annuities paid do not rank as 
charges on income to any greater extent than if the 
business were not mutual. 


(To be concluded.) 


insurance Indemnities – | 


ROBLEMS can arise in connection with the sale, 

the arrangement of a mortgage, the granting of a 
new lease, or the assignment of an existing leasehold if 
the full legal title to the property or interest cannot be 
established by the production of all the documents 
making up the title. 

How the documents happen to be missing is really 
immaterial. The fact is that, with a certain amount of 
justification, no prospective purchaser, mortgagor or 
lessee is likely to be prepared to proceed with the trans- 
action when this loss is discovered. Or, if he does so, 
he will have very strong grounds for paying a lower 
price than that which was agreed upon on the basis of 
all the documents making up the title being available. 


Probably one of the best ways round this particular . 


difficulty is for the owner of the property who has been 
responsible for the loss of the documents to obtain an 
indemnity policy from an insurance company against 
the possibility of the deed or deeds being in the pos- 
session of some undisclosed party as evidence of a legal 
equitable title or interest in the property concerned. 

This policy cannot ensure that nobody will come 
along with a valid claim to the property. But it will 
ensure that the purchase price paid for the property 
cannot be lost. For, in the event of some other person 
producing the missing deed or deeds and thus es- 
tablishing a prior right or title to the property or the 
existence of a charge on it, the policy will pay to the 
insured compensation — which, initially, would be 
based on the cost of acquiring the property. 


Normal procedure 

The usual arrangement where this type of policy is 
required is for the initial application to be made to the 
insurers by the owner. In the first instance, the policy 


The first article on this subject appeared in The Accountant of 
August sth. 
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will be made out in his name. There should, however, 
be no problems when the property changes hands. 
Although the indemnity initially will have been in 
favour of the owner, it is usual for these policies also to 
be for the benefit of the heirs, assigns and successors in 
title of the initial insured. Thus, although when there 
is a change of ownership many solicitors advise the 
insurance office concerned so that it can amend its 
records. the insurers themselves take the view that this 
procedure is not necessary, and that they are under an 
obligation to provide a full indemnity even if they are 
not notified. In fact, one gathers that they would very 
much prefer not to be notified! 

The main risk which the insurers run is that of the 
moral hazard. It is therefore always in the interest of 
anyone requiring a policy of this kind to approach an 
insurance office which has known them for some time. 
This is not a case where it is likely to prove cheapest to 
obtain quotations from a number of different com- - 
panies, although this may, of course, be necessary 
should it transpire that the insured's own insurance 
company does not transact this class of business. 


Reasonable premium 


In practice, the premium is not likely to be high. To a 
certain extent the rate of premium quoted will depend 
on the circumstances of the case (and, incidentally, on 
the particular insurance company's experience of this 
class of business as a whole). As a guide, however, 
provided the amount of the indemnity required is a 
reasonable size, the premium charged may be in the 
region of 20s per cent, calculated on the amount of the 
indemnity. 

Although the insurers will be very much guided in 
their attitude towards a proposal of this kind by pre- 
vious knowledge of the applicant, nevertheless, almost 
certainly, he will be required to make a statutory 
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declaration to the effect that he has not conveyed or. 


assigned his interest to another party, and that his 
ownership is free of encumbrances (legal and equitable), 
and that for a stated number of years he has been in 
undisputed possession by cccupation or the receipt of 
the rents, profits or issues thereof. 

Anybody who is unable t» produce title deeds, other 
than a statutory declaration of his undisputed pos- 
session by occupation or the receipt of rents or profits 
of the property over a long period of years, may apply 
for a possessory title to the property to be registered at 
the Land Registry in his name. After a lapse of years, 
this may be amended to an absolute title. Naturally, 
insurers tend to consider that there is less risk under 
any indemnity policy which they may issue if there has 
been registration of a possessory title compared with 
those cases where, for one reason or another, there has 
been no such registration. 

As mentioned, the amount of the indemnity granted 
under the policy should be the value at the time of 
application. The single premium will be charged on this 
amount. Аз, however, there is no expiry to the policy 
(and thus no renewal date), a point to bear in mind is 
that as the market value of the property rises due to 
general inflation, or for any specific reason, the in- 
demnity under the policy should be increased — for 
which an additional premium may very well be 
required. 


Life policy missing 

Not only title deeds can disappear or be destroyed; 
much the same fate can befall life assurance policies. 
On occasions it is known how they disappeared, if for 
instance they were destroyed by fire, or were stolen by 
thieves together with money. Or it may simply be 
found that they have disapoeared. This is a problem 
which often faces executors. 

The general rule among life assurance companies is 
that they will not issue a duplicate policy. What they 
may do is to let one have a copy of the original policy 
simply for record purposes, but this will have no value 
or legal significance whatsoever. 

In the case of an executor who cannot find a policy 
on which to claim, it should be possible to establish 
with which office the policy was effected (although even 
that may be difficult in the case of a whole life policy 
where the premiums ceased to be payable some years 
previously). 'ТҺе bank's records may throw some light 
on the subject, or there mav be an old receipt among 
the deceased's papers. If no clue can be found, it may 
be that the insurance company itself will make the first 
move. ЈЕ is, for instance, the custom among many life 
offices to look through the published deaths each day. 
At the time, the company merely prepares to make 
payment. But it is quite likely that, if no claim is 
received within a reasonable period, it will start to make 
inquiries. 

Ín one way or another, therefore, it should be 
possible to make contact with the company. But the 
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“company may still be wary about paying the claim. In 
‘the first place, it is likely to require from the executors 


a statutory declaration to the effect that they have made 
every effort to find the policy and that, as far as they 
know, it had not been assigned. Nevertheless, simply 
because it cannot be found means that there could be а 
very real chance that the policy has been assigned - and 
there may be no reason why the executors should know 
about this. 

In view of this, the life assurance office is likely to 
require an indemnity from the executors to cover the 
possibility of a legal claim being made from another 
source. The executors will also have to give an under- 
taking that, should the policy be recovered at any time 
in the future, they will give it up to the life office. 

It could so happen, therefore, that having distri- 
buted the estate, the executors could find themselves 
personally responsible for a considerable sum if they 
had to reimburse the insurance company – if a legal 
claim was made from another source. То protect 
themselves, executors in this position should buy an 
insurance bond; they would be able to pay the premian 
out of the estate. 


Circumstances of loss 


On the other hand, a policy-holder may be alive when 
his endowment policy matures, but may not have the 
policy. In this case, an insurance company is likely to 
require a statutory declaration to be made, in which the 
policy-holder will have to outline the circumstances of 
the loss – or state that every effort has been made to 
find it, and that it had not been assigned. If the policy 
had been assigned (and it is likely that the insurance 
company would know if this was so), almost certainly 
the insurers would require a letter from the person or 
institution concerned confirming that the assignee no 
longer had any interest in the policy. In addition, the 
insurance company would probably require an in- 
demnity. 

If a policy-holder should become aware of the loss 
of a policy during its currency, he should advise the 
insurance company without delay. Although a statutory 
declaration may not be required until a payment is 
due to be made under the policy, it is advisable for him 
to make a note of the circumstances of the loss at the 
time so that he can relate them accurately when the 
policy matures. This note will also prove most useful to 
his executors if they are responsible for making the 
claim on his death. 

Still on the ‘missing’ theme, sometimes, when 
executors are winding up an estate, the whereabouts of a 
beneficiary will not be known. Quite clearly, in these 
circumstances, an executor will not be anxious to 
increase the distribution to the other beneficiaries when 
there is the possibility that a claim may be made by the 
*missing beneficiary". 

Ап executor may, therefore, obtain an indemnity 
from an insurance company in case the missing 
beneficiary should be discovered in the future. Thus, 
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if the beneficiary should appear, an amount equal to 


his original share in the estate would be paid by the 
insurance company. When an indemnity of this type is 
given, an insurance company may require an under- 
taking by those who will be sharing the money of the 
missing beneficiary to the effect that they will return 
this share should the beneficiary claim his due. 
Obviously, where there are rights of recovery of this 
kind, a lower premium is likely to be charged. This, 
however, is not popular with those to whom tlie ‘extra’ 
money is distributed since they do not really know 
whether they can spend it or not. In view of this, an 
insurance company may agree that its right of recovery 
shall terminate after, say, three years. 


Careful inquiries 


Before this type of indemnity is issued, an insurance 
company is likely to make careful inquiries. Quite often, 
these are so successful that the beneficiary is found and 
no business transpires for the insurance company since 
the whole estate can then be distributed without 
difficulty. 'T'hese inquiries, by the way, are made at the 
expense of the insurance company. 

'There was one occasion when an insurance company 
asked one of its branches to see if it could find any trace 
in the trade directories of fifty years ago of a man who 
had lived in the district. The reply received at head 
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office was that the son of the man was in business in 
the same building as the branch of the insurance 
company. 

Obvicusly, premium rates are linked as closely as 
possible to the merits of each case, and thus it is not 
possible to give any firm guidance. Usually, however, 
they can be expected to be in the range from 1 to 
5 per cent of the amount to which the missing 
beneficiary is entitled. This premium can be paid from 
the estate. 

Other types of indemnity issued by insurance com- 
panies concern marriage and issue risks. Normally such 
an indemnity is required when plans are being made to 
terminate a trust without regard to contingent liabili- 
ties. As an example, one can take the case where there 
is a reversionary interest only if a child is not born to a 
particular person. Àn indemnity of this kind is granted 
by insurers only when a woman is, say, over the age of 
fifty and the insurance company may also require a 
medical examination. There is no reason, of course, 
why such an indemnity should not also be issued in 
respect of men — both bachelors and those whose wives 
are living and are past normal child-bearing age. In 
this case, however, the risk to the insurance company is 
greater. For instance, there could be а divorce, or the 
wife might die. In this event, the man might marry a 
comparatively young woman. 


Management Accounting in 
"Emerging Territories" 


Some Problems, Examples and Suggestions 


HE ‘winds of change’ referred to by a former British 

Premier are bringing with them many problems, not 
the least of which, but sometimes overlooked, is that of 
equipping the newly-emerging territories with the technical 
and professional knowledge and expertise essential to their 
survival and development in the modern world in which 
they seek to take their place. 

If western nations which have laid the invaluable, if 
often unappreciated, foundations upon which independence 
can be built, do not further guide and assist the territories 
in the fields of technical and professional development, the 
inevitable vacuum may be filled from other sources with 
results inimical to the interests of all concerned. 


Impediments to progress : 

That the technique of management accounting is one of 
the essentials for full development is by no means recog- 
nized nor is the need for it properly appreciated. Experience 
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both in East Africa and the West Indies (where the pre- 
dominant ethnic group is West African in origin) seems to 
indicate that the subjects most favoured by students seek- 
ing degrees or qualifications are those which incline to 
academic theory rather than practical application. .. 

Law and economics, for instance, appear much more 
attractive to the aspiring intelligentsia than the more 
meticulous constrictions of accountancy. In addition, it 
must be recognized that extra-mural study, such as usually 
applies in accountancy subjects, is more difficult under 
tropical conditions than in temperate climates, and often 
students who attempt accountancy courses fall by the way 
at an early stage. 

For reasons such as these, and for lack of the realization 
of the rate of development in larger countries, the standard 
of accountancy continues to remain much below that 
necessary to provide the basis on which to build any worth- 
while form of management accounting structure. In general, 
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the calibre of local staff is not encouraging, commercial 
education is very sketchy, and to add to these obstacles 
many managements appear to harbour an inherent resistance 
to change. There are some exceptions to this attitude how- 
ever, not only emong the qualified expatriate accountants 
practising or in service in these emerging territories but, 
more hopefully, among the relatively few locally-born 
accountants who have, under difficult conditions, obtained 
overseas qualifications. 

In several of the West Indian territories, qualified 
accountants have formed themselves into local organiza- 
tions, among the principal objects of which are the raising of 
the standards and ethics of the profession generally and the 
encouragement and provisicn of facilities for study of 
relevant subjects. It is realized that in spite of the known 
impediments, or perhaps because of them, it is all the more 
necessary to devise means of introducing management 
accountancy techniques, to induce management and staffs 
to accept them, and to teach them how to interpret them 
and obtain the maximum benefit from them. 


Case study 


The following case study, which is taken from the writer’s 
personal experience, may be of interest to illustrate the 
problem as applied in a West Indian territory, newly be- 
come independent, with particular reference to the opera- 
tion of a public utility company owned by private enterprise 
but regulated as to tariffs, service conditions, capital 
development, etc., by a Puklic Utilities Board appointed 
by the Government. 


(a) Problem 


Not many years ago the company was seriously under- 
capitalized, its service unreliable and its ‘public image’ 
extremely poor. The regulatory commission, the Public 
Utilities Board, was suspicicus and there was a strong 
political agitation for nationalization. The financial account- 
ing system was satisfactory in principle but the basic records 
of operating costs were both inadequate and inaccurate. 

There were no capital inventory records other than 
expenditure totals, no depreciation policy, and no attempts 
at forward budgeting, eithe- for operations or capital 
development. Even the essential function of issuing bills to 
consumers had fallen into arrear to the extent of over two 
complete billing periods, with the obvious effect on cash 
collection and liquidity. 

In a rapidly expanding economy the company was still 
trying to get by with primitive methods, untrained and 
underpaid staff, апа without any real knowledge of its true 
operating costs. 


(b) Approach 

It seemed clear that the situation urgently demanded com- 
plete reconstruction of the accounting system and thereby 
afforded a unique opportunity to prepare the way for the 
introduction of a management accounting service, the need 
for and value of which was пос at that time appreciated by 
those most likely to be affected. These objectives were kept 
firmly in mind thzoughout all che changes in procedure and 
system which followed. 

Ап equally important consiceration was that of the need 
for relative simplicity and adaptation wherever possible, in 
order to carry management, staff and workers along with 
the changes and to avoid 'pouring the baby out with the 
bath water’. This consideration was of the utmost import- 
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ance and cannot be stressed too strongly. People бап be 
educated and trained to appreciate better methods, but this 
requires patience and understanding by the tutors and only 
harm can result from destroying the system already in use, 
inadequate though it be, before the education on improved 
methods has begun to take effect. 

Тће human material with which it was necessary to work 
had limitations, and these also had to be recognized unless 
the efforts expended in seeking to improve the system were 
to be wasted. It would often have been much easier to do 
difficult or tedious jobs personally than to bear with the 
often exasperating attempts of others to do them, but as in 
many other cases the ‘hard way’ had to be accepted if any 
real and lasting progress was to be made. This, however, 
did not mean that practical example and demonstration was 
not an essential part of the exercise; on the contrary, it was 
most important to prove that one 'knew it all' in practice as 
well as theory. . | 


(с) Conversion 


The most urgent task was to clear the backlog of billing, 
get cash flowing in again, and to ensure that a continuous 
flow of meter readings, billing and collection was estab- 
lished. The whole operation was obviously ripe for mechan- 
ization but this could not be anticipated for some time, as 
a very solid case would need to be presented before such an 
innovation would be approved. 

However, the existing manual system was adapted to 
cyclical billing, broken down into control groups within 
each month, with programmed proving of the area 
ledgers within each group. 'ТҺе revenue summary statistics 
were integrated with the group controls (receivables) and 
tied into a very strong internal audit control system. These 
revenue statistics were to prove invaluable later on when 
negotiating with the Public Utilities Board on the question 
of tariffs. 

The: whole billing and consumer accounting system, 
although still manual, was so redesigned that it could be 
mechanized without dislocation. In fact, about a year later 
the transfer from manual to mechanical methods took place 
smoothly within a phased period of three months. 

On the operating side the most pressing need was for a 
clear system of labour and material cost allocations and for 
accurate recording of this expenditure. The usual resistance 
to "рарег work' was expected and duly met but this problem 
was made greater because of the comparative illiteracy of 
most of the industrial employees. However, with perse- 
verance and the application of more efficient methods to 
metters directly affecting the workers, e.g. conversion of 
overtime rates into ‘pay-hours’, smoothing out of tax 
deduction ‘humps’, improved clocking facilities, easy- check 
pay packets, earlier pay-days etc., it was soon possible to 
create an atmosphere favourable to the introduction of daily 
time-sheets, improved material requisitions, transport 
returns, etc. These basic records which were all certified 
by supervising engineers or technical officers, and others 
such as production plant maintenance and output schedules, 
were then processed in forms which tied into an integrated 
system of cost, stores, and financial expenditure accounts. 

Capital expenditure records and inventories were not a 
conversion problem, as they had never been set up. It was 
thus easy to build into the works records provision for 
dealing with current capital expenditure. For all new works 
a procedure was instituted covering application to the 
board of directors for approval, within authorized expendi- 
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ture limits. Each scheme was given a Capex number and 
treated as a separate account within a Capex control. 

Monthly reports of expenditure on each Capex, analysed 
into industrial labour, materials, transport, and super- 
vision, with cumulative totals to date, were prepared. On 
these were shown percentage completions (certified by 
technical staff), accrued authorization to date and balances 
unexpended, with explanation of divergencies from pro- 
gramme or authority. These individual Capex reports, with 
covering summary, were submitted to the board for exami- 
nation each month. 

The immediate effect of this procedure was to make the 
technical and managerial staff acutely conscious of the need 
to watch expenditure very closely, confine the work to that 
stipulated on application, and pay strict attention to the 
accuracy of recording of the basic data. As might be 
expected, this did not evoke marked enthusiasm at first, 
but after a few painful inquests on over-expenditure, the 
merits of the new procedures began to be accepted. 

To assist technical staff to watch costs more closely, an 
ex parte system of daily reporting of labour and specified 
materials on certain Capex control cards was introduced. 
These were devised from daily time-sheets and stores 
requisitions and made up by the time office, but did not 
await completion of the weekly or monthly schedules from 
which the cost and financial returns were compiled. This 
immediate service to management, based on figures and 
records already certified by technical staff, facilitated 
immediate investigation of cases which appeared to be 
departing from schedule or authority. On completion of a 
scheme or project the Capex account was used as the basis 
for capitalization. 

'The existing fixed asset accounts of the company had 
up to then contained only global totals, not supported by 
any detailed inventory. Depreciation reserves were similar, 
having been built up over the years by appropriations from 
profits varying according to the results of each year and the 
opinions of the directors. A reappraisal of all assets was 
made by qualified consultants, and after much negotiation 
the company was allowed by the Public Utilities Board to 
incorporate the revised values into its books. This afforded 
the opportunity to set up a complete assets register in 
detail and to institute a regular system for levying depre- 
ciation and taking this up into operating costs. 


(d) Presentation 


Having thus laid the essential foundations for a reliable 
structure of accounts, the next step was to collate and 
present the results in as informative a manner as possible, 
concise enough to be readily absorbed but with sufficient 
detail to attract attention and stimulate interest. А. monthly 
financial report was compiled with the operating accounts 
on a functional basis, analysed by main cost headings within 
departments. Revenue accounts by tariffs were prepared, as 
also were functional trading and profit and loss accounts. 
In all cases comparative figures were shown for the previous 
month, present year to date, and previous year to date, 
with annotations on significant variations. 

АП figures of revenue and expenditure were also ex- 
pressed in costs per KWh sold, and forecasts for the suc- 
ceeding three months were given on all schedules. In addi- 
tion, as part of the monthly financial report, a statistical 
return embracing generation, distribution, system losses, 
fuel and production efficiencies and consumer totals was 
included, with comparative and forecast figures as for the 
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other schedules. Тће capital expenditure (Capex) reports 
referred to earlier, completed the monthly submission. 

- The conventional books of accounts did not lend them- 
selves to the preparation of the type of financial report 
detailed above, and they were therefore completely re- 
designed to allow for the compilation and extraction of the 
information in the required form. In particular the opera- 
ting accounts were able to show at a glance comparisons for 
several years past at any stage and so to indicate significant 
trends, or movements inviting investigation. А special 
edition of this operating ledger was made available to the 
general manager as routine procedure. 

'This system had in effect become complete integration 
of cost and financial accounting through to the annual 
accounts (although the latter were at first published in con- 
ventional form without operating details) The many 
changes in the books and methods were carried out with 
the approval and co-operation of the company’s auditors, 
who were able to satisfy the Inland Revenue Department 
on the revised form of presentation of supporting figures. 


(e) Benefits 


The value of the work put into modernizing the accounting 
system and producing management accounting data was 
demonstrated in several different situations, the first of 
which was quite unanticipated. This was a severe tropical 
hurricene which destroyed or dislocated much of the over- 
head distribution system and resulted in considerable loss 
of revenue until services could be restored. 

This was, of course, covered by insurance but the data 
for the claim and the evidence in support thereof depended 
almost entirely on the efficiency of the accounting structure 
and the reliability of the information yielded by it. This 
was subject to detailed scrutiny by professional assessors, 
the result of whose investigation was the admission of the 
company’s claim virtually unaltered. 

Later, following the rejection by the Public Utilities 
Board of the company’s application for tariff adjustments, 
appeal to the Courts, with submission of evidence on 
operating and other costs, resulted in the company’s appli- 
cation being granted. More recently, a complete investiga- 
tion and examination of the whole company’s affairs and 
activities was made on behalf of a very large North Ameri- 
can group, with interests in public utilities in the Caribbean 
and adjoining areas. This eventually resulted in control of 
the company passing to this group, which injected much- 
needed capital and technical assistance and enabled the 
company to undertake rapid development and expansion, 
thus contributing substantially to the progress of the 
territory. It-is believed that the accounting service available 
within the company was a significant factor in encouraging 
this investment which was so urgently needed and proved 
to be of such benefit to the economy of the territory as a 
whole. 

The integration of the local company’s accounting 
system with that of the rest of the controlling group 
properties presented no difficulties although the format of 
the monthly financial reports was different from that pre- 
viously produced. Detailed budgeting and its appropriate 
control system were introduced and quickly and smoothly 
became part of normal accepted procedure. 

Complete dossiers of information covering production, 
operations, detailed sales statistics, and functional accounts 
complete to balance sheets and budget comparisons, are 
now produced within fifteen days of the end of each month. 
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Departmental superintendents асе directly responsible for 
the compilation of their forward budgets and are required 
to comment upon actual performance and to explain all 
significant variances from budget, within a strict time limit. 
The company now operates prcbably the most advanced 
accounting technique in the terr:tory - a complete reversal 
from the conditions of а few years ago when even the 
essential function of billing consumers was in imminent 
danger of complete breakdown. 


Laissez-faire 

It may be contended that the results achieved in the case 
study given above should be possible in any territory with 
trained accountants using similar methods. This, however, 
presupposes the same pressing circumstances and facilities, 
but these do not necessarily exist nor may the business 
community be aware of its owm shortcomings or lack of 
progress. The utility company, with revenue and rates con- 
trolled by Government-appointed regulators, had to win 
through by its own efforts or face the alternative of absorp- 
tion by the State under imposed conditions. 

The private industrialist or bisiness man may too often 
be satisfied with things as they a-e and be able to cover in- 
efficiencies by raising prices. This inevitably leads to the 
familiar inflationary spiral. There is an awareness of this in 
some circles and prominent practising accountants have 
tried to impress the mercantile and industrial community 
with the need for, and benefits to be gained from using 
modern accounting methods as tools of management. So 
far these efforts have not been pa-ticularly successful except 
in a few of the larger organizaticns. 


Academic influence 


The University of the West Ir.dies is making provision for 
degrees in management, with ass:stance from United States 
sponsors, but this again appears есадепис rather than prac- 
tical in its approach. 

Examination of the syllabus cf the Diploma and of the 
Master's Degree in Management Studies shows an impres- 
sive field of study within the Faculty of Social Sciences, 
under tutors with the highest qualifications in management 
studies and economics, administration and sociology, 
mostly from United States universities. Тће curriculum for 
the Diploma includes fifteen subiects, of which accounting 
is but one. Much time, effort, and money is being spent on 
this and similar projects and it is good that the need is 
recognized at the highest levels. 

Recently the university sponsored a week-end seminar, 
directed to top management, with the theme of managerial 
efficiency as its main object. Some sixty delegates attended 
and the venture was given wide publicity and official sup- 
port from the Government dowrwards. Regrettably, how- 
ever, most of the working sessions were dominated by 
university staff who dealt with their subjects from a very. 
academic point of view and at great length. 

Some good papers were contributed by delegates, among 
these a prominent practising accountant, but these were un- 
fortunately scheduled for unprooitious sessions, e.g. after 
dinner at night or immediately prior to concluding the 
seminar, and their value and efforts were wasted. А 
‘business game’ which had definize accounting implications 
petered out for lack of detailed preparation and control, 
and in the subsequent ‘inquest’ the operators were rather 
sharply criticized by accountant celegates. However, strong 
pressure was brought to bear tc secure the inclusion of the 


ТНЕ 
ACCOUNTANT 


August 26th, 1967 


subject of budgetary control in any future seminar, with 
adequate facilities for the presentation of a paper, and a 
case study and opportunity for questions and discussion. 

Sufficient support was gathered to make it most likely 
that the subject will be given a prominent place at the next 
opportunity. If this is the case then qualified accountants, 
local and expatriate, will have the chance to make a signi- 
ficant contribution to the propagation of the ideas and 
equally as important, demonstration of the practical appli- 
cation of management accounting. The importance of this 
being approached from the practical angle cannot be 
stressed too strongly. No amount of theory, unsupported 
by practical application, will bridge the gap between the 
academics and the people who do the groundwork. Any 
set of results will be no better than the basic data upon 
which it is built, and policy decisions based on these results 
will incorporate in themselves any fundamental errors 
arising from basic data inaccuracies. 


External aid 


If that should happen the effective value of the aid being 
given to the developing territories by external organizations 
may well be much reduced. The extent of this external aid 
is not always appreciated. Commonwealth and inter- 
national organizations are very active in assisting: the 
developing territories with technical works, advice, planning 
soft loans, etc. ' 
Immigration schemes, universities, hospitals, airports, 
etc., are subsidized or provided out of grants; regular aid 
is given by such schemes as the Commonwealth Sugar 
Agreement under which the British Government buys the 
bulk of the crops at around £47 тоз per ton, compared with 


‚ а world free price recently as low as {15 per ton. To a 


typical territory, such as Barbados for instance, exporting 
(say) 160,000 tons of sugar per year, this means a direct 
subsidy of more than £5 million per year, or about $25 
million compared with an annual current expenditure of 
about $40 million. The result of this is to shelter the 
economy, protect the major industry from competition, 
and render the territory less equipped to hold its own in 
the cold hard world into which it has emerged as an 
independent State. 

The emerging territories need this specific assistance and 
will continue to need it for a long time to come – to abandon 
them to their own limited resources would be morally 
wrong and politically stupid. But with this assistance, a 
vital need is the education and expertise to enable the 
territories to use it constructively instead of parasitically. 
Far too much well-meant external aid can be dissipated by 
wastefui ignorance, or even worse, by lack of adequate 
control. ` 

It is in this field that the accountancy profession can 
make its own peculiar contribution to the development of 
the ‘emerging territories’. Without sound internal control 
systems, without intelligent forecasting and budgeting, 
without defined methods of recording and accounting and 
critical examination of results, then the flow of technical 
and financial assistance can be largely misdirected or 
wasted. Some day that assistance may cease and the erst- 
while recipients left relatively no better fitted to face up to 
the realities of their then unprotected existence. 


Prejudice 
It may not be out of place at this stage to consider the ques- 
tion of the complications introduced by nationalistic feeling 
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and by colour prejudice. Theseare significant factors and have 
to be faced; wishful thinking and political platitudes do not 
remove problems. However, to avoid as far as possible 
embarrassment in certain quarters, it may be sufficient to 
say these feelings can constitute a definite handicap to the 
development of newly-independent territories. This 
nationalistic reaction to independence is quite understand- 
able and to be expected; it is to be hoped, however, that it 
will not prevent the new States from continuing to benefit 
from association with those who have in many instances 
assisted them along the road to independence. 


Can the profession help? 


It may be asked, how can the profession of itself, even with 
the utmost goodwill, take any positive action towards in- 
culeating the principles of management accounting into 
the organizations, industries, and administrations, operating 
in the developing territories? 

The professional bodies, particularly those in the senior 
member countries of the Commonwealth, have immense 
prestige and influence and their opinions and recommenda- 
tions are given due weight and consideration by those to 
whom they are tendered. Eminent individual members of 
professional accounting bodies serve in advisory and 
similar capacities on Government committees and boards. 
The profession is represented in each of the principal 
political parties and in the House of Commons. It would 
seem proper for attention to be drawn to the need for con- 
siderable improvement in the accounting control of the vast 
sums of money that are being disbursed by Government 
and other authorities. While the issue of funds by the 
granting parties is clearly in order, the fiat of the granting 
bodies may not extend to the application thereof, especially 
in the accounting context. It would seem well within the 
province of accountants who may be in a position to do so 
to ensure that these funds are not only gratefully received, 
but also faithfully applied. 

'The Ministry of Overseas Development, the Common- 
wealth Development Corporation, the Crown Agents and 
the Association of Commonwealth Universities should all 
be vitally interested in the capability of the receiving 
countries to put to the best use the assistance still flowing 
from outside sources. The universities in particular have a 
unique opportunity to give management accounting and its 
application a significant place in their curricula and pro- 
fessional bodies and prominent accountants should be able 
to exert their influence to these ends. 

At the other end of the scale, practising firms at home can 
assist directly by accepting Commonwealth students as 
articled clerks or apprentices, and inculcating them with 
the principles and ethics upon which generations of quali- 
fied accountants have prided themselves. This would be a 
particularly valuable contribution, in so far as weakening 
of the profession anywhere in the Commonwealth weakens 
it by association everywhere. The emerging territories are 
certain to evolve their own bodies of accountants apart from 
the senior bodies; it is in the interest of the profession as a 
whole that the highest standards of performance and ethics 
are inculcated and maintained, and members of the senior 
bodies can by influence, encouragement, and direct interest 
materially assist in this respect. 

'Those members of the profession serving or practising 
in the developing countries are well aware of the lead they 
can give, and are active in promoting the principles of the 
profession as they have derived them from their own parent 
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bodies. They realize fully the need for professional educa- 
tion and training in the concepts of management accounting. 


.and are doing what they can towards this. Unfortunately 


their efforts are at present unco-ordinated and inhibited by 
local conditions in many cases, and go relatively unnoticed 
among the more spectacular events which attract public 
attention. But the need remains as great, while the time. 
available gets less. 

While the British may have done more than any other 
nation to prepare their subject territories for independence, 
nevertheless the pace of outside development may still be 
faster than that of the technical and professional progress 
of the newly-independent areas. This applies to accounting 
equally as in other fields, and it is essential for the economic 
and financial survival of these territories that they are taught 
not only to apply the techniques of modern management 
accounting to their industries and administrations, but also 
to keep up to date with current development. | 


Suggestion 


It should not be too late to consider the formation of some 
form of Commonwealth Accounting Conference, by which 
the accounting problems and needs of the newly-developing 
and ‘emerging territories’ could be considered at the highest 
professional levels, and definite steps be taken to assist the 
future local representatives of the profession to become 
equipped with the capacity to contribute fully to the pro- 
gress of their countries. 

'There is reason to believe that the newly-formed 
Commonwealth Foundation which includes among its 
objects the promotion of co-operation between professional 
organizations on a Commonwealth or regional basis, may 
be willing to lend its good offices in support of such a 
project. Indeed, a proposal and tentative plans for a 
regional conference of Caribbean accounting bodies were 
considered, and application for assistance was recently made 
to the Commonwealth Foundation which, after reference 
to the senior U.K. and Canadian bodies, approved the pro- 
ject and supported it financially. 

'ТҺе conference, which was necessarily exploratory in 
nature, was considered by the participating delegates to 
have been most useful and to have laid foundations for 
future regional co-operation in matters affecting education 
and training, maintenance of standards of entry and ethics, 
the development and status of the profession in general in 
the region, and the contribution which the profession can 
make tc the progress of the several territories, all relatively 
newly independent. In the latter context the subject of 
management accounting occupied an important place in 
the discussions. 

However, this conference, useful as it was, can but be 
considered as local in application and general in nature. 
The initiative for a wider programme, with emphasis on 
the development of management accounting, must of 
necessity come from the already established leaders of the 
profession. Whilst isolated efforts may only be able to 
achieve limited or localized results, concerted efforts 
backed by the prestige and influence of the leaders of the 
profession may make all the difference in providing the 
emerging territories with one of the indispensable tools of 
management with which to construct viable economies. 

Without such viable economies, national independence 
could become nothing but a dangerous delusion and there 
may be no accounting for the results that might follow 
such a débácle. 
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Forecasting New Product Demand 


Critical nature of product decisions 


HE early months in the launching of a new product 

present management with a series of critical decisions 
which will largely influence its profitability, and therefore 
its contribution to overall company profits. Once the initial 
decision to market the product has been made, decisions 
must be taken on levels of production and promotional 
expenditure. If these levels are set too low, then the full 
potential of the product will not be realized and the final 
profitability of the product impaired. If they are set too 
high, the additional costs and capital investment will tend 
to absorb whatever profit there may have been. 

Although market research will limit to some extent the 
areas of uncertainty in new product development, the 
ultimate test will be consumer reaction when the product 
appears on the market. In the early months of marketing, 
management will be faced with uncertainties about the 
demand level which result from often conflicting infor- 
mation being fed back. In such circumstances, predicting 
future demand levels becomes a hazardous process. 

If management is to be able to allocate resources in such a 
way as to minimize losses on products which fail to make the 
grade, and to give the necessary impetus to those on which 
the company's future prosperity is to be built, it must 
have available a system which will correlate the significant 
data emerging in the early months of launching, in such 
a way as to forecast the probable level of sales. This must 
be followed by a frequent up-dating of data to provide 
amended forecasts, so that the evolution of the demand 
pattern in those critical early months is known to manage- 
ment. 


Forecasting model 


Such a forecasting model, developed for a pharmaceutical 
company, 18 described by Morris Hamburg and Robert 
J. Atkins, in Harvard Business Review (March/April 1967). 
The mathematical basis of the model was selected after an 
investigation of the various techniques available, and is 
based on least squares multiple regression equations. For 
example, suppose one wants to forecast the first year’s 
sales from information on the proportion of potential 
customers who are aware of the product — the ‘awareness 
factor’ - by the end of the third month after marketing 
the product. From the sales behaviour of all new products 
put on to the market by the industry in recent years in 
relation to the awareness factor, an equation on the fol- 
lowing lines might be produced: 


First year’s sales ({m)=1-0-+-(4:0 Xawareness per 
cent), 


If 20 per cent of potential customers are aware of the 


product at the time the forecast is made, then a prediction: 
of the first year’s sales can be made as follows: 
First year's sales — 1-04- (4*0 X 20 per cent) = £1,800,000. 
The above only takes into account one item of infor- 
mation in making the forecast, whereas in practice the 
sales level achieved will depend upon a number of factors, 
all of which must be incorporated into the equation system 
if their effects are significant. 


Defining factors which predict sales 


'The determination of these vital factors will require an 
investigation of the performance of all new products from 
the industry over a period of time in order to ascertain the 
relationship between the demand levels and the different 
variable factors. Where there is shown to be a good cor- 
relation between the variable factor and the resulting 
demand levels, then that factor is one which must be con- 
sidered for the forecasting model. 

When the basic variables have been ascertained, weights 
must be given to their predictive capacity for future sales. 
This will build up an interrelated structure of equations. 
Following this a series of tests should be made to determine 
the predictive accuracy of the model. For this purpose, 
data on a series of known products can be used for the 
input of information to the model and the resulting fore- 
casts compared with the known results. 

This process may well result in changes being made in 
the relative importance attached to individual variables in 
the effect they have on the result. Also during this process 
steps should be taken to limit, as far as possible, the 
number of variables to those which have good predictive 
qualities so as to simplify the model itself and the volume 
of data that will be required in operating conditions. 


Feed back 


After the initial forecasts have been made it should not be 
assumed that the variables used will remain constant. A 
market is by no means static but subject to the constant 
change of consumer activity. Management must be aware 
of such changes at the earliest time if it is to adjust operating 
plans effectively. This is particularly the case for a new 
product where consumer reaction to a product may be 
modified considerably during the early part of its life. 

If the forecasting model is to make its maximum con- 
tribution to management, then there must be built into the 
model a process of regularly adjusting the values of the 
variables used to ascertained changes in the pattern of 
consumer reaction, market share, industry activity, etc., 
in order that there may be a frequent re-evaluation of the 
predicted demand level. 
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Finance and 
Commerce 


Identification 


ROM the accounts of Sutcliffe, Speakman & Co Ltd, 

which are the subject of this week’s reprint, the reader 
will ascertain that during the year a subsidiary company 
ceased to trade. Its operations have been taken out of the 
1966-67 profit and loss account as Notes т and 7 show 
readily enough. The initial reaction - if this column’s 
initial reaction is anything to go by — must be to wonder 
which particular subsidiary it was. 

In fact, it was David Tod Ltd, coppersmiths and manu- 
facturers of calorifiers. Mr M. H. Stothert, chairman of 
the group, refers to the closure of the company in his state- 
ment with the accounts, but is there really any reason why 
David Tod Ltd should not be mentioned in the actual 
accounts? Surely Note т to the profit and loss account 
could read ‘Sales of £33,633 by David Tod Ltd, a subsidiary 
company ... not included’, 

This, admittedly, is a minor point; but it has substance. 
Such points arise mainly because those who live with the 
figures, and the words attached to them, know well what is 
intended to be conveyed, but the new reader (and there 
are new readers of a company’s accounts every year) does 
not; and he is, of course, entitled to know without having 
to delve into chairmen’s statements. 





SUTCLIFFE, SPEAKMAN & COMPANY, LIMITED 


CONSOLIDATED 
PROFIT AND LOSS ACCOUNT 
Year ended 3156 March 1967 


Ln n—— 
1966 


£ £ 
Sales (Note 1) 2,203,833 2,308,560 





Trading Surplus (Note 2) 160,198 285,180 


69,505 76,150 


90,693 209,030 


Less: Depreciation (Note 3) 





Trading Profit 




















Add: Incerest (Note 4) 1,702 8,461 
Deduct: Loss on Realisation of Assets 885 (7,308) 
Profit before Taxation 91,510 218,799 
Less: Taxation (Note 5) 35,118 76,453 
Profit after Taxation (Note 6) 56,392 142,346 

Add: Adjustment for subsidiary company which ceased 
trading during the year (Note 7) 1,562 — 
57,954 142,346 


Less: Loan Redemption Reserve 


oar 1,250 1,250 
Dividends (Note 8) 


43,750 33,047 


Profit for year retained in Business 12,954 108,049 
Add: Balance brought forward from Profit and Loss Account 284,822. 176,773 
Balance to Consolidated Balance Sheet £297,776 £284,822 





Я : 
The notes opposite form part of this account. 
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Closed down 


Mr Stothert reminds shareholders of his reference last year 
to labour difficulties and he reports that as those difficulties 
could not be satisfactorily resolved, the David Tod com- 
pany was closed down. The assets were disposed of during 
the year and the company will shortly be wound up. 

As the accounts show, in Notes 5 and 7 to the profit and 
loss account, a trading loss was incurred up to the date of 
closing down and a subvention payment miade by the parent 
company. 'The amount obtained on realization of the 
assets was more than anticipated, Mr Stothert explains, 
‘and so the value of the parent company's investment in 
this company - which last year was reduced by /то,ооо - 
has beer: put back to its previous figure’. 

The David Tod story is fully told in the combination of 





























NOTES 
1 Sales . 1966 
Sales of £33,633 by a subsidiary company which ceased trading 
during the year are not included 
2 Trading Surplus . 
The trading surplus excludes the results of a subsidiary com- 
pany which ceased trading during the year (see Note 7) and is 
stated after taking into account the following items: " " 
Supplementary Retirement Pensions 1,350 3,375 
Remuneration of Holding Company Directors: 
Fees 950 900 
Executive Emoluments 23,152 20,537 
24,102 21,437 
3 Depreciation ў | 
Depreciation on fixed assets is equivalent to che amounts it is 
anticipated will be allowed for taxation purposes plus the 
amount needed to write off plant more than ten years old. 
4 Interest 
On Bark and Short Term Deposits 1,861 8,727 
Less: On Unsecured Loan 159 266 
1,702 8,461 
5 Taxation 
Net Taxation 25,362 
ter: 
Income Tax relief on cessation of trading by subsidiary com- 
pany (Note 7) Ў 2,978 
Net Corporation Tax suffered by the Group payable January 
1968 28,340 90,228 
After: 
Relizf on Corporation Tax Loss sustained by a subsidiary 
company and covered by a subvention payment from the 
parent company of £19,779. (Note 7) 7,912 
36,252 
Taxation over/under provided in respect of previous year 1,1134 (631) 
35,118 0,85 
Relief from Investment Allowances — (18,878) 
Income Tax — ,372 
Profits Tax — 1,100 
35,118 76,453 
6 Profit after Taxation 
Parent Company 49,954 142,084 
Subsidiaries 6,438 262 








7 Adjustment for Subsidiary Company (ceased trading 
during year) 




















Trading loss 19,415 
Surplus on sale of assets over book value 17,587 
less: Amount written off last year from Capital 
Reserve—-not required 7,500 10,087 
9,328 
Relief on Tax loss covered by subvention pay- 
ment from parent company (Note 5) 7,912 
Tax Relief on cessation 2,978 10,890 
1,562 
8 Dividends (1966 Income Tax deducted at 85. 3d. and retained) 
Netamounts payable to shareholders 
Interim of 74% 11,016 11,016 
2nd Interim at 1594 —in lieu of final — 22,031 
Final at 1077 14,688 — 
25,704 33,047 
Inzome Tax deducted and payable to Inland Revenue 18,046 = 
43,750 
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including the net book amount at 1947 of assets acquired before that date. 


4 Foreign Currency 


accounts and chairman's statement and to draw attention & 888 |5 Е 882|8 

to the relatively minor point may seem quibbling. But in 355" RASS НЕ 

accounts like those of Sutcliffe, Speakman — well presented, ui Я ы 

with plain straightforward figures and without frills and fuss, s 8 gajigi i 58 Ф| 8 a8gjg 
as befits engineers — it is just such minor points of detail $$ug"m x [сіЯ 9 које з З S/S) Be 
that provide that added touch that make the difference. “ўч “zs “С Б "I 188 
| Б зава RES jg] 53555 
Poor year f $ “gg 5512; #55 зі =F = ў [2138 
As the ten-year financial record shows, 1966-67 was a poor ~ M aS Б ч 25 
year for the group. One has to go back to 1959 to find a 8 Ж ЕЕ 25 8 553 [вісе 
lower trading surplus than 1966-67’s £160,198 - more- 5339 $ N [гіз So -io] ug 
Я а E m 3 = Nie 4 
over sales in 1959 were only half the 1966-67 figure. The а> Чі 88 sg 
1966—67 trading profit (the distinction between trading sur- г я зед [чі 55 g 58]2] 5 Ре |е #3 
plus and trading profit being nicely put) was a ten-year low. вісу geigi ss = Sglel = area a a 
Group sales were only 44 per cent down on the 1965-66 $a "OU Fiapos = j? OF] Se 
record. Sales in the engineering department were, in fact, З. ака 4 $38 a eS |е suis 85 
5 per cent up, due to the completion in the first half of the * шй TORR 255 |К к КОДА [оз 
year of several large contracts. Slack conditions in the à 2" 55); КЕ jaj = яз Bi Е 
building industry, however, meant that potential contracts $3 EF 
for brick-making plant did not materialize and some 18 18 
orders were cancelled. There was decreased demand for 55 Bs 
chemical plant and as a result, engineering department 38 55 
profits were down. After a slow start there is now some 3 $$ ? 55 
improvement in orders — particularly in export business on © 28 > в $5 
the chemical plant side. ёё за 2 5.5 sf 
The heaviest set-back in the group last year was in the б #55 sE $83 S б vas 25 
non-ferrous department. Reorganization and the installa- S Sop $$ 95655 3 oí §8 
tion of additional equipment had been based on an antici- ud ета y eB „ние з ыйызйутз зе 
pated sales rise of 20 per cent. In the event, sales were 16 35 БЕРБЕР HE E ut EH a ИТ F 
per cent down. The chairman gives ‘the overall depressed RERE ME НЕ ЕРОХА a fris d $8 
$4 20 ar < 83 £0 


state of the market with its attendant pressures on price, 
the change in the type of work which had to be sought and 
accepted, plus the problems arising from having to intro- 
duce new management and control personnel during the 
programme of reorganization’ as the main reasons for a 
turn-round from adequate profit in 1965-66 to a 1966-67 
departmental loss. But he reports ‘break even’ so far this 
year with prospect of a return to profit. 


Book 
Value 
£ 


Net 


(23,808) 
76,150 
7,500 








£ 
412,981 


£52,514 
1966 


Cost * Depreciatien 
Etc. - 


It all depends 


S Professor Joad used to say on the Brains Trust in 

‘steam radio’ days, ‘it all depends on what you mean 
by . . .. There would have been considerable Joadian | 
debate on the interim statement recently made by the 
directors of Joseph Shakespeare & Co Ltd, a West Midlands 
company making forgings, chains and fittings for heavy 
transport and agricultural and constructional steelwork, 

Announcing a maintained 124 per cent interim dividend 
the directors state: “The results of unaudited accounts for a 
period of six months to June 30th, 1967, compared favour- 
ably with a similar period in 1966. The turnover and profit 
before taxation were, however, slightly down. In view af 
the present national situation the directors consider the 
results very satisfactory’. 

In debating the word ‘satisfactory’ in the past, this 
column has acknowledged that lower profits can Бе satis- 
factory ‘in the circumstances’, and that would seem to 
apply to Shakespeare’s slightly lower turnover and profit. 
But exactly how under such conditions ‘results’ can com- 
pare favourably with the first half of the previous year is a 
shade difficult to understand. ‘Results’ may, of course, 
mean higher trading profit on lower turnover. It all depends 
what is meant by ‘results’. Just three sets of figures ~ turn- 
over, trading profit and pre-tax profit — would have made 
conjecture unnecessary. 


£ 
631,527 
198,752 
(26,645) 


SUTCLIFFE, SPEAKMAN & COMPANY, LIMITED 


£ 











£(5,749) 


Value 


Net 
Book 


g the amount written off che value of shares in a 


1967 
£ 
472,823 
(39,414) 
69,505 


Cost * Depreciation 
Ete, 


£ 


803,634 
121,403 
(51,512) 


d to the General Reserve bein 


subsidiary company last year not now required. 
Subvention payment due to Subsidiary 


Amounts due to Subsidiaries 


Written off 
At 31st March 1967 


Expenditure 
Disposals 
Depreciation 


£10,000 has been transferred to the General Reserve from the Dividend Equalísation Reserve, 
ess: 


Add: Amount written off last year—no longer required 


Shares at cost, less amounts written off 


1 Revenue Reserve 

£10,000 has been transferre 
Amounts due from Subsidiaries 
3 Fixed Assets 

GROUP 

At 31st March 1966 
Movements in year 


NOTES 
2 Subsidiaries 


Foreign currency has been converted into sterling at the rate ruling at 31st March, 1967. 


472,823 


£803,634 


£873,525 502,914 
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CITY NOTES 


URRENTLY the equity sections give the impression 

of almost complete immunity from any factors which 
might be considered bearish. Yet there is still a firmly held 
belief that the pitch of the market stands too high and that 
there will be a break in prices. 

The National Institute’s latest survey projecting — on 
the basis of pessimistic assumptions regarding the trends 
in the economy — a recession leading to devaluation or 
import controls was hardly calculated to inject a great 
degree of confidence into equities in the normal course of 
events and yet little or no notice was taken of it in market 
terms. More emphasis was placed on the rather more 
favourable July trade figures. 

The Charterhouse Group’s business survey sees the 
Government’s problem in 1968 not in the shape-of having 
to deal with recession but in having to deal with excess 
demand engendered by the run of reflationary measures 
taken over the past few months. 

The market’s technical situation of more money than 
shares, is still exerting a lifting influence on prices - at 
least in index terms. The cash element in take-over орега- 
tions, plus the dearth of new issues, continues to help keep 
prices firm. 


* * ж * 


ARTINS BANK'S purchase of a 75 per cent interest 

in the Unicorn group of unit trusts - with the proba- 
bility of the rest of the capital being bought at some future 
date — marks both another move by the joint-stock banks 
into the unit trust sphere, and also another stage in the 
rationalization of the unit trust movement. The prospect is 
that, before many years are out, the movement will be 
dominated by the joint-stock and merchant banks. Despite 
present protestations to the contrary it will be surprising 
1f the three other big banks do not make a unit trust move 
before long. T'he unit trust trend is certainly away from the 


old block offer and advertising techniques towards selling 
through unit-linked life assurance ard direct public contact 
which the banks, with their branch networks, can provide. 


* * * * 


T intention of J. & A. Scrimgeour — one of the 'big 
six’ of London stockbroking arms - to turn four 
provincial Stock Exchange firms into provincial branches 
of its own shows that some London brokers consider the 
move towards a united Stock Exchange via Stock Exchange 
Federation to be a laboriously slow process. Scrimgeour's 
new branches will be in the north-east and the mid-west and 
there are obvious advantages to be gained in terms of 
centralized statistical services and direct line or Telex 
communication with the main market in London. 

Now that Scrimgeours have broken this particular piece 
of Stock Exchange ice other leading London broking firms 
may consider following in the wake of the ice-breaker. 
Basically, of course, it is ridiculous in a country the size of 
England that there should be any set division between the 
provinces and London. Ав branches of London firms, 
provincial brokers can still use their local connections and 
knowledge to the full but will be able to offer enhanced 
service to their clients. 


* * * * 


n S саве of Courtaulds' bid for Bell Nicolson & Richard 
Lunt, the Birmingham textile wholesalers has intrigued 
the City. Courtaulds put in a bic of 8s 6d and the Bell 
board — apparently without taking professional advice — 
accepted it. Institutional holders of Bell shares, however, 
called on the company's chairman to put their views to 
Courtaulds that at least 9s 6d should be paid. The chairman 
did that but on the following day made a further statement 
defending the board's acceptance of 8s 6d as a fair and 
reasonable price. Institutional holdings account for nearly 
a quarter of the Bell equity. 


RATES AND PRICES 


Closing prices, Tuesdav, August 22nd, 1967 


' Тах Reserve Certificates: Companies 33% (24/6/67); 2% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 .. 4% July 14, 1066 .. 7% 
Feb. 27, 1964 .. 5% Jan. 26, 1967 .. .. 6%% 
Моу. 23, 1964 7% Mar. 16, 1967.. .. 6% 
June 3, 1965 ` 6% Мау 4, 1967 .. . 58% 
Treasury Bills 
June 16 .. £s ss 5:25d% July2r .. £s 6s 10°79d% 
June23 .. £5 ss Good% July 28 £5 65 10:694% 
June3o .. £s ss богаф  August4.. £5 6s 10°62d% 
July 7 .. £5 6s z94d90 Aug.rr .. £s 6s 10'564% 
July 14 .. £5 6s 10'23d% Aug. 18 £5 5s то0°854% 
Money Rates 
Day to day 3$-5196 Bank Bills 
7days  .. .. 314-519, 2 months 51-515 95 
Fine Trade Bills 3 months 53-5 f% 
3 months 61-796 4 months 58-51% 
4 months 64-74% 6 months 54-5895 
6 months 61-719, 


Foreign Exchanges 


New York 278% Frankfurt .. 11138 
Montreal .. 2:992 Milan is 1735 
Amsterdam 10:01% Oslo 19:91 ty 
Brussels 138-214 Pzris 13°66 44 
Copenhagen 19°33 8 Zürich 12:08 d 
Gilt-edged 

Consols 4% - 588 Funding 6% 1993 .. 89% 
Consols 24% EM 37% Savings 3% бо—7о.. до 
Conversion 34% .. 52% Savings 3% 65-75.. 76% 
Conversion 5% 1971 95% Treasury 64% 1976 100$ 
Conversion 54% 1974 93% ‘Treasury 34% 77-80 76 
Conversion 6% 1972 98% Treasury 34% 79-81 72} 
Funding 34% 99-04 57% Treasury 5% 86-89 81% 
Funding 4% 60-90 97% Treasury 52% 08-12 8ixy 
Funding 54% 78-80 87$ "Treasury 24% i 37% 
Funding 54% 82-84 88 Victory 4%.. 95$. 
Funding 52% 87-91 894 War Loan 34% 52% 
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Correspondence 





Farm Accounts 


Sir, – І read with interest the article on farm accounting 
by Mr 5. V. P. Cornwell in your issues of August sth and 
i2th. This was obviously directed to accountants in 
practice. And while I yield to none in my admiration of 
the farm economists who have devised all the highly- 
desirable efficiency factors, I still look forward to hearing 
something from the accountan- who actually farms himself. 
І hope one will come forward with the answer to the 
following practicel questions: 


(1) Does he keep a purchase day-book? 


(2) How does he deal with annual valuations? Does he 
split the valuation of (saz) wheat in the ground into 
cost of fertilizer, seeds amd what else? 


(3) How does he do his budget? Does he open a new 
account each year for each crop? 


(4) Does he ‘cost’ wages? And how does he deal with 
casual labour? 


(5) How does he allocate plant costs? 
(6) What rulings does he use for his crop accounts? 


I whole-heartedly agree with the basis of marginal 
costing (the gross margins 0: Mr Cornwell) and that 
labour — other than ad hoc laboar (which has, of course, to 
be a charge against the crop concerned)- be treated as 
overheads. But I have yet to find a standard farm cost per 
acre which helps with our particular farm figures. We 
always have to look beyond them. The efficiency factors 
which do help are those of gross output per acre and gross 
output per £100 labour and machinery, which are a useful 
guide to our ability. 

What is important to the farmer (and these are figures he 
was using long before the М.А. А.5. came on the scene) is 
yield (cwt or quarters) per acre. No amount of manage- 
ment accounting will help these —1 fear that, for this 
accountant at least, all the present accent thereon is a case 
of much cry and little wool. 

Incidentally, it is a little vexinz to find that although I am 
a qualified accountant, our farm: company does not qualify 
for the farm accounting grant because I am employed by 
it- only independent accounting sources qualify. This is 
surely something the accountency bodies to which we 
belong should look into. 


Yours faithfully, 


I. McGLASHAN, са. 
Alphamstone, Bures, Suffolk. 
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What are we doing on this 
Blasted Heath? 


SIR, — In a rather unusual article in The Accountant of 
August 12th, Mr К. M. Walters makes what is described 
as an incursion into the semantics of accounting theory. It 
is unfortunate that the article was not followed by another 
entitled ‘An incursion into the sernantics of the theories 
propounded by Mr R. М. Walters’. 

Mr Walters has a great deal of difficulty in defining such 
terms as ‘income’ and ‘worth’. He accuses the profession 
of vacillation in so far as it has not solved his problem. He 
suggests that income and worth mean different things to 
different people, and seems to think that this is unfortunate. 
However, the value to me of the apple tree in my garden 
will depend very much on whether I like apples. The income 
from that apple tree will depend very much on whether 
Mr Walters likes apples. These preferences are not песез- 
sarily constants. 

When it comes to assessing the worth of an asset, Mr. 
Walters scoffs at those who attempt to find a value for the 
séparate assets in a balance sheet. He would prefer to con- 
sider the value of the business as a going concern. The 
valuation as a going concern treats capital as a function of 
expected income.. To those who are interested in discovering 
the return on the money they invest, this valuation begs the 
question. 

If Mr Walters were to invest {100 in Bloggs Bank at 5 per 
cent and then go home and discover that the ruling rate of 
interest in a rival organization, equally secure, was 6 per 
cent, would ће revalue his £100 at £83 and sell his deposit 
for that sum? 

Mr Walters suggests that latter-day theologians are try- 
ing to turn Genesis into an exposition of Darwin. In fact, 
it is more arguable that they are trying to turn Darwin's 
‘evolution of the species’ into an exposition of Genesis. The 
fact that double-entry dates from the fifteenth century 
indeed suggests that as a system of accounting it is particu- 
larly old. However, this does not mean that it is necessarily 
bad. The very fact of its survival might indicate that it was 
necessarily good. 

It may be a good thing if Mr Walters were to put his 
stuffed owl back in his attic, or his imaginary stuffed owl 
back in his imaginary attic, and stop shouting so that we 
could hear what he said. We would like very much to see 
him find his way off the blasted heath, but in doing so it 
would be wiser did he not emulate Leacock’s hero who, 
jumping on his horse, rode madly off in all directions. 


` Yours faithfully, 


M. J. GREENER, B.A., F.C.A. 
Barry, Glam. i 


Group Accounts and Internal Audit 


Sm, – I have just read the articles by Professor Flint on the 
‘Audit of Group Accounts’ (July rst and 8th issues), and 
І was a little surprised to find no mention of the scope and. 
extent of the group’s own internal audits in these articles. 

I should have thought that the professional accountant, 
certainly in the large company doing a group audit, would 
rely to a considerable extent on the checking and audit work 
performed by internal audit in subsidiary companies and at 
the head office. 

Yours faithfully, 


К. В. С. SMITH, АЈА, 
Stockholm, Sweden. 
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Valuation of Solicitor’s Practice 


Sir, — I should be grateful if, through the medium of your 
columns, anyone could advise me as to the current valuation 
of solicitors’ practices, including goodwill; both generally 
and with particular reference to incoming partners. 

My own view is that after a reasonable charge for salary, 
any share should be valued at current investment rates plus 
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possibly any deemed risk involved in the investment. But 
again, what is the present current rate applicable to such 
practices, remembering that such often-used bases as 2j 
years’ purchase, are equivalent to a 40 per cent return. 


Yours faithfully, 
GEEGEE. 





Reviews 


Advanced Consolidation of Financial 
Statements 


by Н. S. CILLIERS, B.A., 11,в (Саре Town), 11.р.(5. 
Africa), С.А.(5.л.) and S. Rossouw, M.coM.(Acc.) (Pretoria), 
M.3.A.(W. Ontario), c.A.(s.A.). | 


Butterworth & Со (South Africa) Ltd, Durban, R.4.85 
(485 ба). 


Good books оп the problems of consolidated accounts аге 
so rare that each one becomes a classic. Yet to students as 
to many practitioners in accountancy this is one of the 
most difficult exercises of all. Anyone, therefore, who can 
make the steps so clear that the principles are understood 
and followed by readers is to be congratulated. 

The authors of this work — both on the staff of the 
University of South Africa — base their illustrations on the 
requirements of the South African Companies Act, but 
this in most cases coincides with those followed in con- 
solidated statements in both England and the U.S.A., and 
they are quick to say when it does not. Such chapters as 
‘The insolvent subsidiary’ and ‘Changes in degree of 
ownership’ are of special interest, and this is a book con- 
fidently to be recommended to the reader outside as well as 
within South Africa. 

The book is printed on a size of page well suited to the 
detailed workings and is in a limp but sturdy binding. 
The index could with advantage have been fuller — 
especially for students who want to refer rapidly to a 
particular point during revision. 


industrial Administration and 
Management 


© by J. BATTY, M.COM., A.C.W.A., М.1.О.М., М.В.І.М. 


Macdonald & Evans Ltd, London. 37s 6d net. 


This is a book written mainly for students who are sitting 
an industrial administration examination as one of their 
subjects. The author needs no introduction as his books on 
Management Accountancy and Standard Costing are widely 


` used by accounting students. 


The nature of the syllabus in this subject is compre- 
hensive and this has led the author to introduce such 
background subjects as economic history, economics, 
banking and finance, elements of the legal system, and 
industrial and commercial law. These are adequately 
covered in the first hundred pages. It is in part three of the 
book that Mr Batty comes to grips with the subject of 
management. There is a very impressive opening chapter on 
the pioneers of management which is often ignored by 
other authors in this field, and other chapters on manage- 
ment theory and business organizations are described in a 
clear, simple and precise manner. 

Part four introduces the student into the depths of 
functional management, namely production and marketing. 
The author takes the reader over the conventional pro- 
duction functions, both ancillary and advisory. It is also 
pleasing to note that ample space has been given to modern 
techniques such as ergonomics, network analysis and linear 
programming. Surprisingly the marketing function is 
covered in a mere ten pages. The author explains that the 
marketing aspects of management are covered by common 
material elsewhere in the book. One feels, however, that 
market research, advertising and distribution sections could 
be expanded. 

Part five specializes in the personnel and industrial 
relations side of management. This section can be read with 
great interest by personnel managers. It covers all the major 
aspects of personnel management and one must compli- 
ment the author on his illustrations. 

The last part of the book is devoted to management 
accounting and statistical method and all the experience of 
Mr Batty in his previous books is brought forth. Ас- 
counting is simply explained, mass detail is eliminated, 
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and the non-accountant should have no difficulty in under- 
standing the text. 

This book will be welcomed by the student but it is far 
from limited to their requirements. The practising manager 
will find it extremely useful as it is not only up to date 
but it also contains many practical examples of the latest 
ideas and techniques in the management field. 


RECENT PUBLICATIONS 


ACCOUNTING IN BUSINESS DECISIONS, second edition, by 
Homer A. Black, PH.D., с.р.А., John E. Champion, PH.D., 
С.Р.А., and R. Gene Brown, PH.D., C.P.A. ххіі--964 pp. 
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MANAGEMENT, INFORMATION & Systems by А. С. Donald. 
169 pp. 8X 5. Card cover. 21s net. Hard cover 30s net. 
'The Pergamon Press Ltd, Oxford. 

INSURANCE FOR EvERYONE by Bernard Black. 109 pp. 8x 5. 
155 net. Oldbourne Book Co (Publishers) Ltd, London. 
Cost ACCOUNTING: PRINCIPLES AND PRACTICE, seventh edi- 
tion by John J. W. Neuner, PH.D., and SAMUEL FRUMER, 
D.B.A. хіу |844 ро. 9X6. $9.00 net. Richard D. Irwin, 

Inc., Illinois. 

INTRODUCTION TO THE AUSTRALIAN TRADE PRACTICES Аст, 
by J. E. Richardson. 232 рр. 31 Х 54. Bound: 38s. Cloth: 
24s. Sweet & Maxwell Ltd, London. Hicks Smith & 
Sons Pty Ltd, Sydney. 





These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London WC2. 


9$ X 6. 80s. Prentice-Hall International, London. 








Notes 
and 
Notices 


` PROFESSIONAL NOTICES 


Messrs Н. S. Baxer & Со, Char- 
tered Accountants, of 255 Queensway, 
Bletchley, announce that Mr Joun 
PATRICK JACKSON, F.C.A., retired from 
the partnership on July 31st, 1967, 
but will continue to be available in a 
consultative capacity. 

Messrs BALL, BAKER, DEED & Со, 
Chartered Accountants, announce with 
regret that Мг ROBERT PARKER 


CHAMBERS, F.C.A., Will retire on August 
31st, 1967, after forty-five years in 
practice. He will, however, be available 
for consultation by appointment. At 
the same date the firm's telephone 
number will be changed to o1-63& 


9431. 





ROYal 4851 


FULLER, HORSEY 


SONS & CASSELL 
10 Lloyd's Avenue, London EC3 


Messrs Farrow, BzRsEY, Gain, 


‚ Vincent & Co, Chartered Accountants, 


of 53 New Broad Street, London ЕС2. 
announce with great regret the death 
on August 2nd, 1967, after a short 
illness, of Mr HERBERT WALTER 
BAGGE, F.C.A., who joined the staff in 
1925 and had been a partner.in the 
firm since 1946. 


Messrs PETER GREGSON & Co, 
Chartered Accountants, announce that 
as from August 28th, 1967, their 
address will be 26 Cross Street, 
Manchester 2; the telephone numbers 
will remain unchanged. 


Messrs Krens, SHAY, KEENS & Co, 
Chartered Accountants, of Bilbao 
House, New Broad Street, London 
ECz, Luton and Stony Stratford, and 
Messrs Н. S. BAKER & Co, Chartered 
Accountants, of Bletchley and district, 
announce the amalgamation of their 
practices from August rst, 1967. The 


. partners in the firm under the style of 


Keens, SHAY, Krens & Co, incor- 
porating Н. S. BAKER & Со, will be 
Messrs А. С. SHAY, Е.С.А., Т. В. 
KEENS, F.C.A., В. T. WRIEDEN, Е.С.А., 
Р. D. FULLER, F.c.a., В. J. THOMPSON, 
Е.С.А., К. J. FULLER, F.c.a., В. E. 
WRIGHT, Е.С.А., P. Р. KEENS, А.С.А., 
Г. А. W. JORDAN, Е.С.А., and С. W. 
SIBLEY, F.c.A., and they will continue 
to practise at London, Luton, Bletch- 
ley, Stony Stratford, Newport Pagnell 
and Woburn Sands. 





SALES & VALUATIONS 


FACTORIES, PLANT & MACHINERY 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND 
WALES 
Courses Open to Non-members 


Over the past year or so The Institute 
of Chartered Accountants in England 
and Wales has received a number of 
inquiries from members in senior 
management and from partners of 
firms in practice seeking to nominate 
colleagues or key members of their 
staffs to Institute courses. In April the 
Council approved the opening of its 
specialist courses to non-members, 
several of whom attended the Systems 
Analysis Course at Brighton in June. 
The Courses Committee have long 
felt that a great deal of work is put into 
the preparation of these courses and 
that in the interests of the profession 
and of the business community in 
general, the information contained 
should be made available as widely as 
possible. Sponsorship by a member of 
the Institute is the only requirement 
for persons wishing to take advantage 
of the wide range of instruction 
available. This includes residential 
courses in electronic data processing, 
management information, current tax 
practice and systems analysis, as well 
as shorter non-residential courses at 
present in the planning stage. This is, 
in fact, an extension of the policy. 
whereby, since October 1966, a limited 
number of places on Institute in- 
structional courses have been allocated 
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to representatives of educational estab- 
lishments. 

No instructional courses аге 
excluded from the latest arrangements 
and non-members will therefore be 
able to attend the following series of 
courses to be held during October and 
November: current tax practice, Sep- 
tember 30th — October 6th; electronic 
data processing, October 22nd – 28th; 
management information, November 
25th - 3oth. Full details may be ob- 
tained from the Secretary of the 
Institute, City House, 56-66 Goswell 
Road, London ЕСт. 


THE ASSOCIATION OF CERTIFIED 
AND CORPORATE ACCOUNTANTS 


List of Members 


The 1967 List of Members of The 
Association of Certified and Corporate 
Accountants, now published, shows 
that the total membership at January 
1st last, numbered 11,719. 

The new list extends to 699 pages 
and contains the usual alphabetical 
list of members with full particulars of 
members’ firms or companies, to- 
gether with their telephone numbers. 
А, topographical list is also given; the 
names of the officers and committee 
members of the Association are re- 
corded, and there are details of the 
various district societies. 


THE INSTITUTE OF COST 
AND WORKS ACCOUNTANTS 


[List of Members 


The 1967 edition of the List of 
Members of The Institute of Cost and 
Works Accountants has also now 
appeared. 

The new book, which extends to 411 
pages contains the usual alphabetical 
and topographical list of members, 
together with information about the 
Institute’s branches, sub-branches and 
students societies, and its seven 
centres in South Africa and Rhodesia. 
Other information includes details of 
membership of the Council of the 
Institute and of the various com- 
mittees for 1967-68. 






Full details from 


І. W. SLEATH & СО LTD, incor 
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THE WEST OF ENGLAND SOCIETY 
OF CHARTERED ACCOUNTANTS 


New President 


Mr S. V. P. Cornwell, M.C., M.A., 
F.C.A., a partner in the firms of Cooper 
Brothers & Co, and Curtis, Jenkins, 
Cornwell & Co, Chartered Account- 
ants, of Bristol, is the new President of 
The West of England Society of 
Chartered Accountants. 





Educated at Clifton College and 
Trinity College, Oxford, Mr Cornwell 
was articled in 1936 to Mr L. F. 
Rendell, of Curtis, Jenkins, Cornwell 
& Со. He was admitted to member- 
ship of The Institute of Chartered 
Accountants in England and Wales in 
1940. 

During the last war he was a field 
gunner with the 15th Scottish Division. 
At the end of the war Mr Cornwell re- 
joined Curtis, Jenkins, Cornwell & Co 
of which he has been a partner since 
1946; he also became a partner in 
Cooper Brothers & Co when the two 
firms amalgamated in 1966. | 

Mr Cornwell is a director of a 
Bristol newspaper and has been a part- 
time lecturer їп accountancy at the 
University of Bristol since 1946. At 
this year’s Oxford Summer Course of 
The Institute of Chartered Account- 
ants in England and Wales he pre- 
sented a paper on ‘Accounting services 
to agriculture — obligations and op- 
portunities’ which was reproduced in 
our issues of August sth and rath. 


IMPORTANT MESSAGE TO ALL QUALIFIED ACCOUNTANTS 


100 PER CENT MORTGAGES FOR PURCHASE PRACTICE/PARTNERSHI?/CAPITAL 
LIFE AND DISABILITY INSURANCES 


Tel. 01-242 4375 
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Committee’s Report 


The annual repert of the committee 
shows the membership of the West of 
England Society at December 31st, 
1966, as 1,324. - an increase of forty-two 
over the previous year's figure. 

Тће subcommittee dealing with 
students' education has, the report 
states, met regularly and through the 
‘energetic leadership’ of its chairman 
'ensured that the Society remains 
among the most forward looking’ in 
the education oi articled clerks. The. 
culmination of the committee’s work 
will be reflected in the nine-month 
pre-service course for four-year articled 
clerks due to commence at the Bristol 
College of Commerce in September 
next year. 

The Bristol Area Society of Char- 
tered Accountants held several suc- 
cessful evening meetings including a 
talk by Professor Wheatcroft on 
capital gains tax and a joint meeting 
with H.M. Inspectors of Taxes. The 
Exeter, Cornwall and Plymouth, and 
Gloucestershire Societies of Chartered 
Accountants, also report successful 
meetings and discussions. 


MANAGEMENT GAME 

COMPETITION 
A management game competition for 
which there is a prize of 10,000 
guilders ~ equivalent roughly to {goo 
or $2,750 has been announced by 
the Dutch monthly accountancy 
journal, Maanblad voor Accountancy 
еп Bedrüjfshuishoudkunda — M.A.B. 
(Journal of Accountancy and Business 
Economics). The competition is open 
to either individuals or groups, and 
entrants are required to devise a 
management game based on the econ- 
omic problems of a business firm and 
particularly suited to both university 
and non-university higher manage- 
ment training programmes. 

Among the requirements to which 
special attention should be given is that 
the games submitted should have some , 
specifically instructive features and 
should include a number of the most 
important managerial problems as they 
appear at executive level. If the game 
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requires. the use of a computer, the 
main features of the commuter pro- 
gramming зћаша be indicated. 

The game should be based on the 
problems of a manufacturing firm 
producing various goods, the influence 
of sales-mix being taken into con- 
sideration. Financing potenfizlities and 
limitations shculd be clearly indicated 
(unlimited financial resources may not 
be assumed). The game should be 


playable by three to five groups, each . 


consisting of four to six p.ayers and 
should comprise at least th-ee stages, 
each containing four decision-periods. 

Full details regarding the compe- 
tition and conditions of entrz, which 
closes on September rst, 1968. may be 
obtained from ‘Secretariat М.А.В.”, 
cjo Drs D. С. van ТИ, Anna van 
Burenlaan 14, Santpcert-Zuid, 

‚ Netherlands. 
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THE INSTITUTE OF INTERNAL . 
AUDITORS . 


North Western.England Chapter 


Following the successful seminar held 
by the North Western England Chapter 
last autumn, a further seminar is being 
arranged for the coming session and 
will be held in two parts -the first 
part in the autumn and the second 
early in 1968. 

The three opening lectures will 
take place in the lecture theatre of 
Geigy Ltd, Simonsway, Heald Green, 
Manchester 22, and will be as follows: 


Friday, September 29th, at 2 p.m.: "The 
National Giro Service’, by Mr L. W. 
Hinton, Chief Giro Consultant. 


Friday, October 20th, at 2 p.m.: “The 
use of statistics in planning and 
control’, by Mr J. C. Beresford, 
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B.SC., Lecturer, Management Sciences 
Department, University of Мап- 
chester Institute of Science and 
Technology. 


Friday, November 3rd, at 2 p.m.: "The 
capital gains tax’, by Mr B. E. V. 
Sabine, 3.a.(oxon.), Н.М. Senior 
Inspector of Taxes. 


The course fee will be тог and 
further information may be obtained 
from the Chapter Secretary, Mr A. 
Moynihan, City Treasurer’s Depart- 
ment, Town Hall, Manchester, or the 
Chapter Education Officer, Mr J. T. 
Mulholland, University of Manchester 
Institute of Science and Technology, 
Sackville Street, Manchester т. 


. Enrolment is not restricted Юю 
members of The Institute of Internal 
Auditors and non-members will be 
welcome. с 





Bank Holiday Crossword 


Compiled by Kenneth Trickett, F.C.A. 


CLUES ACROSS 


т. The sort of note a traveller carries round (8). 


5. Supplies funds for stupid ресрјег (6). 


9. Fine criterion ior costs, ргоб-з ог dividends, possibly (8). 
то. Society large enough for instar.ce in statistical work (6). 
12. Employ agent in obtaining clear profit (3, 4) 
13. Form of publication noted with 11 changes (7). 


14. A given test is varied in searches (12). 
17. Income sector involved in analysis of 
computers (12). 


record (7). 


23. Swear falsely for each half of “Ее jury again (7). ` 


- Stage directors brought to bock (6). 
. Pay off (think again !). (6). 


CLUES СОМУМ 
. Plans for compositions (12). 


I 
2 
3 
4. 
6 
7 
8. 

XI 

15. XII (8). 

16 

18 


. А sort of surtax? It often is (7). 


19. Present method of accounting for electricity? (7). 


. Different rate set for levy, az extracted from an original 


25. Such participation is an advartege, and may be insurable (8). 


. Examinations after professionzl objections (8). 


- Where one may hazard finding qualified men in the ring (6). 
. Reverts to a former price in cornsction with the legislation (6). 
. Evidently there is no trace of a sam thus left i in credit (7). 


. Business sometimes associated w-th stamps (7). 

. Transcribers of duplicate catalcguies, fifty short (8). 
Graphic asymmetry of gardens in five directions (8). 
. Usually the addressee, or his desx aid? (6, 6). 












^V. 


. Requiring no stamp, the job wes profitable (4-4). 


















20. Unusual purse containing little English coins found in India 


21. "These tithes are certainly to the point (б). 


The solution will be published in next week's issue. 


• 


August 26th, 1967 


ACCOUNTANT 


ADVERTISERS’ INDEX FOR AUGUST 1967 


Accounting Machines 


British Olivetti Led (26th) 
Logabax Ltd (12th, 26th) 
Remington Rand (12th) 


Building Societies 


Abbey National (5th) 
Cheltenham & Gloucester (26th) 
Leek and Westbourne (5th) 
Leicester Permanent (19th) 
Temperance Permanent (5th) 


Calculating Services 


Ajax Data Processing Ltd (5th, 19th) 
Madic Data Processing Service (5th) 


Calculators 
Litton Business Systems Ltd (19th) 


Cameras 
Regency Cameras Ltd (5th) 


Charities 


BLESMA (19th) 

Charities Aid Fund (12th, 26th) 

Methodist Homes for the Aged (12th) 

The Royal National Institute for the Blind (12th) 


Company Documents, 
Lewis, Coates & Lucas Ltd (weekly) 


Company Meeting 
Furness, Withy & Co Ltd (26th) 


Company Investigations 
W. J. King’s Detective Bureau Ltd (19th) 


Computers 
National Cash Register Co Ltd (12th) 


Correspondence Colleges 
Foulks Lynch (Classes) Ltd (5th, 19th) 


Metropolitan College (19th) 
The School of Accountancy (weekly) 


Courses 
City of London College (5th, 12th) 


І.С.Т. (5th) 
H. Foulks Lynch (Classes) Ltd (5th, 19th) 


Credit Factors 
Shield Factors Ltd (19th) 


Finance and Investment 


Beaucol Holdings Ltd (12th) 

EDITH (5th) 

The Southern Trust Ltd (12th, 19th, 26th) 
Technical Development Capital (26th) 


Insurance 


C. T. Bowring & Muir Beddall (Home) Ltd (26th) 
Equity & Law (12th) 

Royal Exchange (5th) 

J. W. Sleath & Co Ltd (12th, 26th) 

Royal Insurance (12th) 

The Yorkshire Insurance Co Ltd (5th, 26th) 


Marine (Offences) Act 
G.P.O. (19th, 26th) 


Merchant Bankers 
Lombard Banking Ltd (12th) 
М. M. Rothschild & Sons (С.І.) Ltd (12th) 


Mortgage Loans 
Borough Treasurer, Luton (5th, 12th, 19th, 26th) 


Pensions 
National Association of Pension Funds (19th) 


Professional Associations 


The Institute of Chartered Accountants in England and Wales 


(weekly) 
The Institute of Taxation (26th) 


Printers/Publishers 


The Accountants' Publishing Co Ltd (5th) 
The British Institute of Management (5th) 
Gee & Co (Publishers) Limited (weekly) 
HFL (Publishers) Ltd (19th) 

Jordan & Sons Ltd (5th, 19th) 


Property/Property Auctions 
Hammerson Group of Companies (5th) 
Healey & Baker (19th) 

Hillier Parker May & Rowden (5th, 12th) 
Pepper, Angliss & Yarwood (26th) 
Samuel Walker & Son (5th) 


Staff Welfare 
Luncheon Vouchers (19th) 


Symposium 
Business Intelligence Services (26th) 


Tailors 
Thresher & Glenny Ltd (26th) 


Valuers 


Henry Butcher (12th, 26th) 

John Foord & Co (weekly) 

Fuller, Horsey, Sons & Cassell (12th, 26th) 
Hammersley Kennedy & Co (19th, 26th) 
Herring, Son & Daw (19th) 

Leopold Farmer & Sons (19th) 

Jones, Lang, Wootton (19th) 

Orridges (weekly) 

Wheatley Kirk Price & Co (5th, 19th) 


"Er 


The Marine etc 
Broadcasting 





(Offences) Act : 


1967 


How it may affect you 


Pirate Radio Stations operating off our coasts may, of course, be said 
-to broadcast the type of entertainment enjoyed by a large number 
of listeners. г) 

Оп the other hand, they can, and do, cause serious interference with 
stations already operating on internationally agreed wavelengths, not 
only in this country but abroad. Protests have come from all over 
Europe. They may also jam ship's radio and interfere with distress 


signals, shipping forecasts, gale warnings and other essential 


messages. 


Action by Parliament 


To deal with this situation Parliament passed the 
Marine etc Broadcasting (Offences) Act, which 
came into force on August 15, 1967. The full 
provisions of the Act may be studied by applying 
for further information at Her Majesty’s Stationery 
Office. Tre following is a condensation. 


The Act 


It is an offence under the Act to participate in 
any way in the activities of pirate radio stations or 
ships. Briefly: 

Apparatus: (1) operating or assisting in the 
operatior. of the broadcast apparatus (2) carrying 
or agreeing to carry the broadcast apparatus in a 
ship, or (3) supplying, maintaining, installing or 
repairing the apparatus. 

Supplying: Carrying people or goods to and 
from such stations or ships, provisioning (food, 
etc.), delivering any other item required or the 
engaging of crew. 


Broadcasts: Taking part in any broadcast from. 


pirate radio stations as an announcer or performer; 
or in any other capacity. 


Printed and Published in Great Britain by Gee & Со (Publishers) Limited, at The Priory Press, London Road, St Albans, Herts. 


Advertising: Finally, it is illegal to advertise by 
means of broadcasting from these stations, to 
create or supply any material (including scripts, 
tapes or other recordíngs) for such broadcasts; or 
to invite anyone else to do so. 


The Penalties 


The maximum penalties for all these offences are 
the same: TWO YEARS imprisonment or a fine to 
be determined by the Court, or both. 


The Popular Music Programme 


None of this is to ignore the fact that there are 
audiences for all kinds of popular music. And the 
new service to be provided by the B.B.C. from 
30th September, 1967, will, the Government 
believe, meet the needs of these audiences. 
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Your courses diary 
1967-1968 


One of a series of advertisements designed to remind members and non- 
members of the extensive facilities available. 





INSTRUCTIONAL COURSES organised by the Institute are open 
to all members, and non-members when sponsored by a chartered 
accountant. The following list indicates residential courses for 
1967—1968. A series of shorter non-residential courses are now 
being planned. Full details and application forms are sent, prior to 
the courses, to all members of 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON, E.C.1 
SERA MS, CS |S 


No. Subject Dates of Duration Planned Location 
Series of each Size 
1967 Course 
8. Tax 30 September— 3 days 4x50 Hotel Metropole, Brighton 
6 October 
9 EDP. 22-28 October 5 days 3x50 Hotel Metropole, Brighton 
10 Management Information 25-30 November 4 days 3x50 Hotel Metropole, Brighton 
1968 
1 Systems Analysis Between 4&11 January 4 days 3x50 Hotel Metropole, Brighton 
2 Tex Between 18 & 25 February 3 days 4x50 Hotel Metropole, Brighton 
3 EDP. Between 23 & 30 March 5 days 3x50 Hotel Metropole, Brighton 
4 (Pilot Course) subject to Between 25 April & 2 May 5 days 1x70 Palace Hotel, Buxton 
be arranged 
5 Management Information Between 22 & 28 June 4 days 3x50 Hotel Metropole, Brighton 
*6 Summer Course 11-16 July 5 days 1x200 Christ Church, Oxford 
* 7 Summer Course 18-22 September 4 days 1x200 Churchill College, Cambridge 
8 Systems Analysis Between 27 September & 4 days To be Churchill College, Cambridge 
3 October arranged 
9 Course for Members October 5 days To be To be arranged 
(Pilot Course follow-on — arranged 
see 4 above) 
10  Е.О.Р. Between 3 & 10 November 5 days 3x50 Hotel Metropole, Brighton 
11. ‘Tek Between 1 & 8 December 3 days 4x50 Hotel Metropole, Brighton 


* For members only. 
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Promoting Worid Trade 


Демок contributory factor to Britain’s inadequate rate of 
economic growth has been the need to maintain the status of 
sterling as an international reserve currency. Currently, sterling 
finances about one-quarter of world trade, while member nations 
in the sterling erea maintain about three-quarters of their 
reserves in sterling assets. Consequently, any loss of confidence in 
the future value of sterling could engender a flight from sterling 
and with it, disruptive pressures on the world’s monetary system. 

The trouble is that the world is seriously short of reserve cur- 
rencies which can finance the deficits of debtor nations. Without 
such reserve facilities they would be driven to adopt ‘beggar my 
neighbour’ policies of import restriction. The value of world 
trade has expanded by about 6 per cent per annum between 
1951-65; in contrast, the comparable growth in reserves has been 
only 2:6 per cent. Furthermore, the disparity in these rates of 
growth has been increasing in recent years. 

For about a decade the main trading nations of the world have 
been debating, not always amicably, the relative merits of pro- 
posals to overcome this deficiency. The French and South 
Africans have urged the revaluation of gold, the price of which has 
remained unchanged since 1934. Britain and the U.S.A., among 
other nations, see no purpose in making large capital gains for the 
gold-producing nations, including the U.S.S.R., or those whose 
gold reserves are large, e.g. France. 

The British and the Americans have urged an addition to the 
world’s reserves, either through the creation of a new international 
currency — which would match the dollar, sterling or the credits of 


. the International Monetary Fund – or merely by extending the 


existing facilities of the I.M.F. Last week-end the major 
financial nations, referred to graphically in the modern idiom as 
the Group of Теп, met at Lancaster House to determine the 
possibility of arriving this month at the annual meeting of the 
International Monetary Fund with an agreed plan, and it was 
decided that a new form of ‘man-made’ reserves described as 
Special Drawing Rights should be introduced to meet the need 
for a supplement to existing reserve assets. | 

Such a scheme which offers, first, the possibility of easing the 
periodic speculative pressures on sterling and the U.S. dollar, and 
second, a basis for ensuring the continuation of world trade 
untrammelled by restriction is indeed to be welcomed. Britain 
has more to gain than most nations from such a long overdue 
compromise. 


278 


COMPANIES АСТ 1967 


Directors’ Reports 


ECTION 157 (1) of the Companies Act 1948 
provides that attached to every balance sheet laid 
before a company in general meeting, there must be 
a report by the directors regarding the state of the 
company’s affairs; the amount, if any, which they 
recommend should be paid by way of dividend, and the 
amount, if any, which they propose to carry to reserves 
within the meaning of the Eighth Schedule to the Act. 
' Subject to what is said leter, section 157 (2) further 
provides that the report must deal – so far as is material 
for an appreciation of the state of the company’s 
affairs by its members and will not, in the directors’ 
opinion, be harmful to the business of the company or 
its subsidiaries — with any change during the financial 
year in the nature of the company’s (or its subsidiaries’) 
business, or in any business in which the company has 
an interest, whether as a member of another company 
or otherwise. 

However, section 157 (2) is now repealed by Part ПІ 
of Schedule 8 to the Companies Act 1967 except in 
relation to reports attached to balance sheets laid 
before general meeting in respect of financial years 
ending before the coming into operation of section 16 
of the Act — this is, by virtue of section 57 (1) (b) of the 
Act, January 27th, 1968. 

Section 163 of the 1948 Act provides that references 
in that Act to a document annexed or required to be 
annexed to a company’s accounts shall not include the 
directors’ or auditors’ reports. A proviso to section 163 
states that any information which is required by the 
1948 Act to be given in accounts, and is allowed to be 
given in a statement annexed, may be given in the 
directors’ report. If any such information is so given, 


the auditors are required to report thereon only so far . 


as it gives that information. 

In their joint memorandum on the Companies Bill 
submitted to the Board of Trade, the English and 
Scottish Institutes and the Association recommended 
that the proviso to section 163 of the 1948 Act should be 
repealed, in which event clause 21 of the Bill (now 
section 22 of the 1967 Act) would be unnecessary. This 
recommendation has not been adopted in the 1967 Act 
(another Act is to follow) and Schedule 4 to the Act 
expressly applies section 163. Moreover, section 22 of 
the 1967 Act provides that where advantage is taken 


1 See The Accountanz, January 28th, 1967. 
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of the proviso to section 163 to show an item in the 
directors’ report instead of in the accounts, the report 
must also show the corresponding amount for (or, as 
the case may require, as at the end of) the immediately 
preceding financial year of that item, except where the 
amount would not have had to be shown had the item 
appeared in the accounts. 

The Company Law Committee, in paragraph 122 of 
its report (Cmnd 1749) recommended that with every 
balance sheet circulated, there should be a directors’ 
report, and a chairman’s statement or other document 
containing a considerable amount of information in 
addition to that required under section 157 (т) of the 
1948 Act. The 1967 Act adopts this recommendation in 
extended form, except that the additional information 
must be given in the directors’ report itself, and not in 
any other document such as the chairman’s statement. 

The sections of the 1967 Act relating to directors’ 
report are 15 to 24, inclusive. Compared with the Bill 
(No. 178 brought from the House of Lords, January 
31st, 1967), these sections include one that is new 
(section 18), two new sub-sections (16 (4) (new in part) 
and 20 (4)), and some sixteen amendments mostly of a 
minor or consequential nature. | 

‘Section 15 of the new Act defines ‘the directors’ 
report’ as meaning the report by the directors of a com- 
pany which, by section 157 (1) of the 1948 Act, is 
required to be attached to every balance sheet of the 
company laid before it in general meeting. Section 16 
(1) provides that the directors’ report must state: the 
names of the persons who at the end of the financial 
year were directors of the company; the principal 
activities of the company and of its subsidiaries in the 
course of that year and any significant changes in those 
activities in that year. The report must also deal with 
several other matters under section 16 alone. 

Paragraph (a) of section 16 (т) provides that if there 
have been significant changes in the fixed assets of the 
company or of any of its subsidiaries during the 
financial year, the directors’ report must contain 
particulars of the changes; and if in the case of such 
assets as consist in interests in land, the market value 
at the year-end differs substantially from the amount 
at which they are included in the balance sheet and 
the difference, in the opinion of the directors, is of 
significance, the difference must be indicated in the 
report ‘with such degree of precision as is practicable’. 
(In the Bill the report had to contain particulars of any 
significant difference in the market value of all fixed 
assets of the company and not merely of assets con- 
sisting of interests in land.) Paragraph (а) does not 
apply to special classes of company within Part ПІ 
of Schedule 8 to the 1948 Act. 

Paragraph (5) provides that if during the financial 
year the company has issued any shares or debentures, 
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the directors’ report must state the reason for making 
the issue, the classes of shares or debentures issued, 
the number of shares of each class and the amount of 
debentures of each class, and the consideration received 
by the company for the issues in each class. Paragraph 
(c) provides that if at the end of the financial year there 
subsists a contract with the company in which a direc- 
tor has, or at any time in the year had, aa interest, 
whether direct or indirect, or at any time in the vear 
there has been a contract with the company in which 
a director of the company had an interest whether 
direct or indirect (being in either case, in the opinion 
of the directors, a contract of material significance), 
the report must contain a statement that the contract 
exists or has existed, the names of the parties to the 
contract other than the company, the name of the 
director if not a party to the contract, an indication of 
the nature of the contract and an indication of the 
nature of the director's interest in the contract. 
References to ‘a contract’ in paragraph (c) do not 
include a director's contract of service or to a contract 
between the company and another body corporate, in 
which a director of the company has or had an interest 
only by virtue of his being a director of that other body 
(section 16 (3)). 

Paragraph (d) provides that if at the end of the 
financial year there are arrangements to which tbe 
company is a party, the object of which is to enable 
directors to acquire benefits by means of the acquisition 
of shares in, or debentures of, the company or any 
other body corporate, or there have been such arrange- 
ments to which the company was a party at any time 
during the financial year, the directors' report must 
contain a statement explaining the effect of the arrange- 
ments and giving the names of the persons who at any 
time in that year were directors of the company and 
held, or whose nominees held, shares or debentures 
acquired in pursuance of the arrangements. 

Paragraph (e) provides that the directors' report 
must, as regards each person who at the end of the 
financial year was a director of the company, state (i) 
whether or not he was at the end of that year, according 
to the register to be kept by the company under section 
29 of the 1967 Act, interested in shares in or debentures 
of the company or any other such body corporate and, 
if he was, the number and amount of shares in, and 
debentures of, each body (specifying it) in which he 
was then interested; and (ii) whether or not he was 
at the beginning of that year (or if he was not then a 
director, when he became a director), interested in 
shares or debentures of the company or any other such 
body corporate, and if so, the number and amount of 
such shares or debentures of each body (again specify- 
ing it) in which he was interested at the beginning of 
the year or when he became a director. 
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Section 16 (4) must be read with paragraph (e). It 
provides that an interest in shares or debentures which 
under Part I of the 1967 Act falls to be treated as being 
the interest of a director will be so treated for the 
purposes of paragraph (е) and that references in para- 
graph (e) to the time when a person became a director 
shall, in the case of a person who became a director 
on more than one occasion, be construed as referring 
to the time when һе first became a director. 

Paragraph (f) of section 16 of the 1967 Act requires 
the directors’ report to contain particulars of any 
matters (other than those required to be dealt with 
by paragraphs (a) to (e) above or by later sections of 
the Act) so far as they are material for the appreciatiori 
of the state of the company’s affairs. by its members, 
the disclosure of which will not, in the opinion of the 
directors, be harmful to the business of the company 
ar of any of its subsidiaries, 

Section 17 of the Act provides that if in the course 
of a financial year, a company within paragraph 13A 
of Schedule 8 to the 1948 Act (other than one that has 
subsidiazies at the end of the year and submits con- 
solidated accounts) has carried on business of two or 
more classes (other than banking or discounting or a 
class prescribed for the purposes of paragraph 13A (2) 
of Schedule 8 to the 1948 Act that differ substantially 
from each other, the directors’ report must contain a 
statement of (a) the proportions in which the turnover 
for the year (so far as stated in the accounts in ac- 
cordance with Schedule 8 to the 1948 Act) is divided 
amongst those classes; and (b) as regards business of 
each class, the extent or approximate extent (expressed 
in either case in monetary terms) to which the carrying 
on of business of that class contributed to or restricted 
the profit or loss for the year before taxation. 

If the company has subsidiaries at the end of the 
financial year and submits consolidated accounts and 
the company and the subsidiaries dealt with by the, 
accounts, carried on between them business of two or 
more classes (other than banking or discounting or a 
class prescribed for the purposes cf paragraph 13A (2) 
of Schedule 8 to the 1948 Act) that differ substantially 
from each other, the directors’ report must again. 
contain a statement of (a) the proportions in which 
the turnover for the year is divided amongst those 
classes, and (b) as regards business of each class the 
extent or approximate extent (expressed in either case 
in monetary terms) to which the carrying on of 
business of that class contributed to or resrticted the 
profit or loss for the year before taxation of the 
company and the subsidiaries dealt with by the 
accounts. For the purposes of the section classes of 
business which do not differ substantially from each 
other are to be treated as one class. Different classes of 
business must be described; but whether different 
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classes of business differ substantially from each other 
or contribute to or restrict the loss for the year, is a 
matter for the ‘opinion’ of the directors. 

Section 18, as already stated, is new. It provides that 
if at the end of the financial year a company does not 
have subsidiaries, the directors’ report must state (а) 
the average number of persons employed by it in each 
week in that year; and (5) the aggregate remuneration 
paid or payable in respect of the year to the persons 
in question. If at the end of the financial year the 
company has subsidiaries, the directors' report must 
state (а) the average number of persons employed by 
the company and the subsidiaries between them, and 
(b) the aggregate remuneration paid or payable in 
respect of that vear to the persons in question. 
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The number of employees is to be arrived at in each 
case by adding together the number of persons em- 
ployed under contracts of service in each week of the 
financial year (whether throughout the week or not) 
and dividing the result by the number of weeks. The 
remuneration to be taken into account is the gross 
remuneration paid or payable in respect of the financial 
yezr including bonuses, whether payable under con- 
tract or not. 

Section 18 does not iub to a company if the num- 
ber of employees to be taken into account under the 
section is less than one hundred and no regard is to be 
had to a person who worked wholly or mainly outside 
the United Kingdom during the financial year. 

(To be concluded.) 





Current 
Affairs 





New Computer Time-sharing Service 


HAT is claimed to be Europe's first commer- 

cially available computer time-sharing service 
using the public telephone service was opened on 
Thursday of last week. 'l'he service was inaugurated 
and a demonstration given of the capabilities of the 
system at a Press conference held at the Dorchester 
Hotel, London. 

‘The service has been launched by De La Rue Bull 
using the General Electricity Company of the U.S.A.'s 
265 system of which there are already twenty-two 
installations operating in the United States and 
Canada. Already some forty clients are subscribing 
to.the service including prominent United Kingdom 
companies and Government agencies. 

The purpose of the time-sharing system is to make 
immediately available to managers, engineers, scien- 
tists, and accountants the use of computing facilities 
by the simple process of using a telephone and key- 
board link. 'This wil bring computer technology 
directly available to the executive in the course 
of his normal everyday work. Аз a problem is en- 
countered the computer can be interrogated апа 


the answer ascertained within seconds or minutes. 

The equipment required at the user’s desk is a 
te.etyper, telephone, and ‘modem’. (The latter is а 
G.P.O. device enabling the user to communicate with 
the computer.) At the time-sharing centre the call 
goes through a modem to a communications processor 
waich verifies the call by suitable codes. After accept- 
ance of the call, the correct program is withdrawn from 
the data and program store, the necessary computations 
czrried out and the answer reported back to the. 
inquirer. 

The system is capable of handling the work of forty 
customers simultaneously. It uses three languages, 
BASIC, ALGOL and FORTRAN, so that the problem 
о- converting to machine language is reduced to a 
minimum. The use is not restricted to set programs; 
over two hundred well tried in the U.S.A. are available, 
but the customer may store at the centre his own 
programs which are restricted to his own use. In addition 
new programs сап be devised as the occasion demands 
aad fed to the computer through the teletype link. 


Economic Trends 


Уза the official sigh of relief which must have 
greeted the overseas trade returns for July was 
йу audible outside Whitehall, the truth of the 
matter is that the figures do suggest there may be a 
slight improvement on the way. The fact that exports 
were up by £24 million, in some respects is less im- 
portant than the recorded decline in imports by £22 
million. The result was that the trade accounts were 
zctually in surplus for the first month since November. 

'These figures may lend some support to the latest 
projections of the National Institute of Economic and 
Social Research, which in its latest Review hopes for a 
payments surplus of about £30 million in both 1967 
and 1968. There is no reason for believing that this 
particular forecast differs greatly from that expected by 
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Mr Callaghan and his advisers, although the Institute 
in the past has.tended to err on the optimistic side. The 
essential point is that the accounts will be in balance. 
At the same time it is a far cry from what is needed, 
bearing in mind that the balance of the dollar securities 
are now committed to repayment of the debts incurred 
in the defence of sterling during 1965 and 1966. 

The export-induced expansion of the domestic 
economy seems as far off as ever. The National 
Institute does not expect, as Mr Callaghan has already 
conceded, that industrial output will rise by 3 per cent 
during the current year. Nor does it offer much cheer 
for the coming year either, noting that any expansion in 
domestic. output could easily swing the external ac- 
count into deficit. 


B.I.M.'s Role in Management 
NTY-TWO years ago, the late Lord Baillieu 
was chairman of a committee of leading indus- 
trialists, educationalists and other leading public figures 
appointed by the President of the Board of Trade ‘to 
formulate detailed proposals for setting up a central 
institution for all questions connected. with manage- 
ment’. The recommendations of the Baillieu Committee 
led to the formation of the British . Institute of 
"Management in 1947 which therefore reaches its 
majority in the coming year. 

In the recently published annual report, Mr David 
Ducat, Chairman of B.I.M. Council, announced that 
the 21st anniversary in 1968 was an appropriate and 
timely occasion for a ‘reappraisal and restatement of 
the aims and long-range objectives of B.I.M.'. This 
is to be carried out at once by a committee under the 
chairmanship of Sir Cecil Mead, a Vice-President of 
В.І.М., which will announce its findings in 1968. 

Meanwhile, 1966-67 has seen further growth in all 
the Institute's activities — use of services up by 50 per 
cent, company members showing an increase of nearly 
3,000, while a further 2,626 individual members have 
joined, bringing the total to over 17,000. Subscription 
income, however, has not kept pace with the increase in 
membership since total subscriptions show an increase 
of only 23 per cent on the previous year. Al- 
together, total income increased to £567,663 (including 
Government grants of £44,825) against £420,773 in 
1965—66 — a rise of about one-third on the year. Аз a 
result of increased expenditure, including the additional 
cost — nearly £30,000 — of supplying the new manage- 
ment journal, Management Today, to all members and 
collective subscribers, and a general increase in ad- 
ministrative expenses, the accounts show a deficit of 
close on £7,000 compared with a small surplus 
(£4,594) last year. 

he advance in management expertise in which 
B.I.M. plays a central part is steadily gaining momen- 
tum in these difficult years of economic and social 
change. Indeed, there is clear evidence of the new 
climate in which management is rapidly bringing a 
more professional touch to its affairs. ` ; 
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Lloyd’s Results 


Tes underwriting results for знае of Lloyd’s 
аге becoming progressively worse. The 1964 ac- 
count was closed at the end of last year and the results, 
announced last week, show an overall: profit of only 
0:15 рет cent. In fact, losses were recorded by both the 
main accounts — marine and non-marine. Motor busi- 
ness, and the relatively small life account, were the only 
accounts to make a profit over the whole market. 

Total net premium income for the Lloyd’s market 
was £389,120,626. Interest and other credits amounted 
to 2:28 per cent. Claims were 98-87 per cent of premium 
income, but expenses and other debits (including 
underwriting salaries) absorbed саў 3'26 per cent of 
net income. 

: On the marine side the jos was due to several factors, 
such as the worsening position of war-built tonnage, 
shortage of fully-trained crews and rising costs of 
repairs. Also, since claims fall in the year in which 
policies are signed, the 1964 account has absorbed a 
proportion of the losses from hurricane 'Betsy', al- 
though the full impact of this disaster is likely to be 
felt in the 1965 account. Certainly the outlook is that 
when the 1965 account is closed at the end of this year, 
it will be considerably worse than the 1964 account. 

The non-marine account reduced its loss from 2-70 
per cent in 1963 to 0-33 per cent in 1964. Fire wastage 
throughout the world was still one of the main factors 
affecting the account. In North America the account 
was upset by three hurricanes and a serious flood in 
California — in addition to the fire losses. 

Commenting on the position, Mr-E. B. Edmunds, 
Chairman of Lloyd’s Underwriters’ Fire and Non- 
Marine Association, made the point that on the liability 
side it is the professions (including accountants) which 
are most affected. Although. for each genuine claim 
many are frivolous, all have to be investigated and de- 
fended. Because of the enormous increase in the costs 
involved, said Mr Edmunds, this had to be reflected i in 


the premiums charged. 


While motor business at Lloyd' 5 Ше a profit. of 
7°73 per-cent in the 1964 account, this seems to be 


‘moving towards the area of unprofitability. Steps have 


been taken during 1967 by most of the market to revise 
methods of assessing premiums but, because of com- 
petition, this.is unlikely to result in an overall increase 
in premium income. © - 


Welfare by Giro 


OR some time it has been recognized that the pre- 
sent system whereby individuals contribute to the 
State through one set of administrative processes and 
receive welfare benefits via another set is cumbersome 
and expensive. The combined ‘staffs of the Inland 
Revenue and Ministry of Social Security alone exceed 
one hundred thousand. 
In а new pamphlet entitled The New Social Contract 
published by the Conservative Political Centre (2s net), 
Sir Brandon Rhys Williams puts forward a scheme for 
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amalgamating the income tax system and the existing 
social insurance scheme’ into.a form of welfare fund, 
its operation to be effected through the proposed Post 
Office Giro system...An interesting aspect of these 
proposals is that the fund would be entitled to the whole 
of the proceeds of the personal income tax, which would 
be returned either in cash benefits or services such as 
education, health and housing. It seems to be envis- 
aged that the rest of Government expenditure would be 
outside the scope of the scheme and be met from the 
proceeds of other taxes. 

The idea is not new and owes much to the author's 
mother, Lady Rhys Williams, who put forward a 
similar scheme to the Royal Commission on Taxation. 
'The operational principle is simple enough; each 
individual would receive either a payment in cash or 
make a net contribution to the fund. Sir Brandon 
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believes thát it would be possible thereby to dispense 
with any means.test to ensure that the contributions 
and benefits were related to resources and, at the same 
time, to introduce the principle of graduation. into 
payments and benefits.: 

Perhaps the key point to note in the scheme is the 
author's suggestion that the fund should comprise an 
independent budget which would not be supplemented 
from the Exechequer. In this way the public would be 
made aware that the total or available benefits were 
determined by the size of the contributions, instead of 
believing,.as is now the case, that National Insurance is 
“а kind of bran tub out of which more benefits can be 
pulled if only one shouts loud enough’. The author's 
proposals have obvious attractions, of course, but the 
technical and administrative problems need fuller 
consideration than his observations would suggest. 





This is My Life 
by An industrious Accountant 


"МЕ been rather worried lately about the relationship 

between the -chief: cost accountant and his number 
two. Umbrage’ exists. The atmosphere thickens with 
tension. When they attend our regular accounting 
-department meetings they avoid each other’s eye, 
glower at the ground, and reply tersely to questions and 
-comment directed to them. Worse still, they only con- 
.tribute wintry. smiles to. ad occasional bons mots, which 
is ominous. 

I sat back at home: one evening recently and bigaded 
over whether I should interfere. There was un- 
" doubtedly ‘for’ and ‘against’. Just then my fourteen- 
„year-old daughter interrupted, bearing a bundle of 
: books and wearing a smile of conscious virtue. Were 
- they alright for her to read? she inquired. 

'This intervention derived from our ancient family 
‚ rule that in cases of doubt I shall arbitrate as to whether 
various volumes are suitable for youthful eyes. Тћеге 
are, of course, different views as to censorship, but I 
try to adopt a helpful explanatory-cum-advisory role 
with the junior level. My thoughts, however, were 
momentarily elsewhere . 

. number two had been scoring hits off his senior 
with quiet but barbed efficiency. Whenever Costs so far 
relaxed as to hazard.an approximate estimate, such as 
probably around 5 to 6 per cent last year’, his 
-assistant would interject ‘actually it was 4:15 per cent’ 
with an expression of cold omniscience. Costs would 
‘go pink and gnaw his lip. Subsequently, however, ће 
would even the score by asking if he could defer dis- 
‘cussion with me of such-and-such a topic until later . 


'the captain didn't interfere . 


there was a confidential angle better not disclosed to less 
DE levels. Number two would then. scowl 
blackly... one day he'll be in real trouble if this 
continues . 

А plaintive voice broke in on my thoughts — all the 
books were from my own shelves and surely were 
therefore beyond reproach, so I hastily returned to the 
immediate task. Атћопу Adverse, The Reason Why, 
The Cruel Sea... possibly some of the latter’s stark 
records of man's inhumanity to man might be a shade 
too realistic. I dipped into it again, after fifteen years. 

What suddenly caught my eye was a forgotten 
episode of the Navy’s way of solving my problem. 
Bennett, the bullying first lieutenant, was driving 
nervous young Ferraby to.a mental breakdown, but 
*he did.not want to step 
in unless-the efficiency and well- -being of the ship were 


‘seriously threatened'..'Then Lockhart, the other sub. 


interfered to help his friend апа was promptly reported 
to the captain for insubordination. 

Lockhart protested that Ferraby was БЕЙШЕ а rough 
deal; it was natural to try to help him. The captain, who 
had no energy left for ‘this sort of domestic upheaval’, 
told him that it wasn’t his (Lockhart’s) concern; his 
best plan was to keep clear of it and let ety work 
out his own salvation. 

'Irue, the captain, harassed and tired, was dis- 
satisfied later with his own performance. But poor 
Ferraby ended as a wreck in a mental home for want of 


“а helping hand from his leader. 


I don't want to have to take drastic action over my 
assistant cost accountant, who's nearly as hot-tempered 
as his chief, if their enmity explodes one day. He's my 
responsibility. I put down the book, determined to have 
separate talks with the two dissentients on the morrow. 
Personal relationships take priority over bar-charts and 
analyses; a problem becomes clearer when you can 
study and ponder analogous situations. 
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Tax Code for Assurance Companies 


E ES place of chargeable gains under Part ПІ of the 
Finance Act 1965 requires consideration. One may 
commence with the now obsolete short-term gains rule 
introduced to take account of the absence of Case I 
liability for mutual life assurance companies (in 
accordance with the principle in Nez York Life Insur- 
ance Co v. Styles (2 Т.С. 460)). A Case VII liability 
would have been the consequence but for the exemption 
granted by section 15 (5) of the Finance Act 1962. 

Section 69 (5), Finance Act 1965, applies to 
chargeable gains the privileges previously granted to 
‘reserved’ profits and related income, and the rules 
for segregation of ordinary and industrial life business 

are also taken over. In particular, section 69 (6) as 
` amended by paragraph 8 (1) of Schedule 5 to the 
Finance Act 1966 substitutes for the 37:5 per cent 
maximum rate the individual rate (section 20 (3) of the 
Finance Act 1965), if lower, being that in force for the 
year of assessment in which the company's accounting 
period ends. A point of some importance is that the 
displacement of the Commissioners referred to above 
is not to extend to chargeable gains so that their 
*opinion' remains the touchstone by which it must be 
judged which gains are eligible for the reduced rate of 
charge. 


Specified investments 


An ancillary problem is that arising where policies 
have been issued (before August 5th, 1965) providing 
for benefits which consist to any extent of investments 
of a specified description or of cash to be quantiied 
by reference to their value but, understandably 
enough, the incidence of tax was not provided for. If 
the company's relevant underlying fund consists 
wholly or mainly of the specified investments the 
realization of which would be an occasion of charge 
at maturity or surrender of tbe policy then the com- 
pany is empowered by sub-paragraph 69 (8) of the 
Finance Act 1965 to effect a corresponding retention 
out of its obligations as they would otherwise exist, 
the maximum rate applicable being 37:5 per cent for 
reserved profits and 40 per cent or other latest known 
rate of corporation tax for other profits. 

It is also provided by section 35 of the Finance Act 
1967 that where, in accordance with a policy issued 
in the course of life assurance business carried on by 
an assurance company, any investments or other assets 
are transferred (after April 5th, 1967) to the policy- 
holder, the disposal of them to him is to be deemed to 
be for a consideration equal to the market value of the 
assets for the purposes of chargeable gains and other- 
wise. 


by H. S. A. MACNAIR, F.C.A. 


The Treasury, acting in accordance with their money- 
raising powers, may issue securities with a condition 
that the interest on them is not to be liable to income 
tax so long as the securities are in the beneficial owner- 
ship of persons who are not ordinarily resident in the 
United Kingdom, a rule extended to corporation tax 
by section 53 (6) of the Finance Act 1965. However, 
where businesses of banking, assurance or dealing in 
securities are carried on in the United Kingdom by a 
person not ordinarily resident in the United Kingdom 
it becomes necessary to consider the position of such 
securities. 


Exclusion of expenses 


In the first instance, section 436 of the Income 'Тах 
Act 1952 requires the exclusion from Case I results of 
any expenses attributable to the acquisition or holding 
cf, or to any transaction in, those exempt securities, 
as also of гпу profits or losses thus attributable. 
Section 23 of the Finance Act 1967 introduces further 
exclusions, mainly of interest on borrowed money, 
for which purposes calculations have to be made 
which, for those who may remember them, are faintly. 
reminiscent of excess profits tax calculations. 

In this connection it is necessary to have regard to all 
holdings of ‘tax-free Treasury securities’, meaning 
those issued by the Treasury with a condition regulat- 
ing the treatment of the interest thereon so that it is. 
excluded in computing income or profits for the pur- 
poses of income tax or corporation tax.. 

The next step is to ascertain, separately for each 
class, the cost of those holdings, in particular where 
fluctuations have occurred in the course of the account- 
ing period (or basis period for income tax purposes). 
The average cost of acquisition of the initial holding, 
and of any subsequent acquisitions in the accounting 
period (or basis period) is first arrived at, the average 
amount of the holding in the period being separately 
ascertained, and the two factors then combined to. 
produce a figure for the cost of that class of holding. 
‘The amounts thus arrived at are aggregated to represent 
the ‘ceiling’ in the measurement of interest on bor- 
rowed money disallowable in computations for the 
special classes of business referred to above, in the 
context of income tax and corporation tax, with par- 
ticular zeference to charges on income (section 52 (2), 
Finance Act 1965). 

The general rule is that the ‘amount ineligible for 
relief’ (the phrase coined by section 23 (2) of the 1967 
Act), is to be equal to a year’s interest on the amountof 
money borrowed for the purposes of the business which 
is outstanding in the period up to- the amount of the 
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‘ceiling’ mentioned above. However, in the case of a 

"company, account is not to be taken of any borrowed 
money carrying interest which would in any event not 
be a factor admissible in drawing up computations 
and would not rank as a charge for corporation tax 
purposes. The rate of interest is to be the average rate 
in the period on money borrowed for the purposes of 
the business. It is proposed that the new arrangements 
are to take effect for income tax purposes from April 
6th, 1967, and for corporation tax purposes for account- 
ing periods ending on or after that date. і 


Company with head office abroad 


A special case is that of any persons or body of persons 
to which the Assurance Companies Act 1909 applies 
(in Northern Ireland: in Great Britain the Insurance 
Act 1958 has effect in lieu) and which does not have 
its head office in the United Kingdom but carries on 
life assurance business through any branch or agency 
in the United Kingdom. In that event certain conse- 
quences follow as regards the exempt securities re- 
ferred to above. Such a company is required to make 
periodical returns to the Board of Trade (or Ministry 
of Commerce in Northern Ireland) and it may be noted 
that these make distinct mention of such part of the life 
assurance fund as represents the liability of the com- 
pany under its annuity contracts, even if the annuity 
fund is not otherwise kept separate. 

As indicated above, the annuity fund is dealt with 
separately, for tax purposes, from the life fund proper 
but in the present context no such distinction is 
material in relation to the amount of the liability of an 
assurance company in respect of its life assurance 
business with policy-holders and annuitants residing 
outside the United Кіпрбот and the Republic of 
Ireland (paragraph 3 of Part III in Schedule 18, 
Income 'Гах Act 1952). However, pension annuity 
business under the laws of the Republic is to be 
assimilated to non-United Kingdom business (forton 
28 (1), Finance Act 1959). 


Foreign life assurance fund 


Instead, the aggregate liability in respect of such 
policies where the proposals were made to (or the 
annuity contracts granted by) the company at or 
through an overseas branch or agency of the company 
require special treatment here under the style of the 
‘foreign life assurance fund’. Thus exempt securities 
which for the time being form part of the investments 
of that fund retain the right of exemption accorded to 
the income therefrom if applied for the purposes of that 
fund or reinvested so as to form part of it. Moreover, 
the income from other investments of that fund held 
abroad enjoy the privilege of the ‘remittance’ basis 
in place of the ‘arising’ basis of assessment under Cases 
IV and V of Schedule D (section 429, Income Tax Act 
1052); 

А point to note in this connection concerns the 
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allowance of tax credit relief under the double taxation 
provisions of sections 347 and 348. These may be 
expected to give rise to an addition to income equal 
to the tax which falls to be taken into account in 
determining what credit is to be allowed against 
corporation tax, including (where appropriate) any 
tex relating to a dividend not charged directly or 
by deduction, but excluding notional relief under 
section 17 of the Finance Act 1961 (relief parallel to 
fcreign tax reliefs to promote development). 

It should be noted that, despite the restrictions on 
unilateral relief operative from April 1968 in accord- 
ance with section 30 of the Finance Act 1966, credit for 
tax paid under the law of a territory outside the United 
Kingdom in respect of income arising in that territory 
(a limitation not applicable to the Isle of Man or the 
Caannel Islands) is to be allowed against any United 
Kingdom income tax or corporation tax (section 64, 
Finance Act 1965) in the case of a prescribed dividend 
peid to a qualifying company. Such a company is 
resident in the United Kingdom and charged to tax 
under Case I of Schedule D in respect of any insurance 
business which it carries on, and that business or any 
part of it is carried on through a branch or agency in a 
tezritory outside the United Kingdom. So far as 
dividends are referable to that business, they enjoy 
nct only relief from the 1968 restrictions but entitle- 
ment to credit for underlying tax (payable by companies 
resident in that overseas territory in respect of their 
profits under the law of that or any other territory 
outside the United Kingdom and any United Kingdom 
tax so payable, whether income tax or corporation 
tax, echoing the now obsolete section 201). The 
method of relating tax to dividends paid is laid down in 
paragraph 9 of Schedule 16 to the Income Tax Act 
1952 and in this connection regard should be had to the 
terms of an extra-statutory concession relating to relief 
at second or third hand (The Accountant, June тоё, 
1957, page 770). 

There is, however, a limitation to be observed. It is 
nezessary to ascertain the ratio of local to total premium 
income in the financial year in relation to the local or 
total insurance business, a local character being 
assigned to premiums under contracts entered into at 
or through a branch or agency in the territory in 
question by persons not resident in the United King- 
dom. The fraction thus obtained is applied to the 
company's total income in the year (including franked 
investment income and group income) so far as refer- 
able to the insurance business and the resultant amount 
compared with the reckonable amount of the dividends 
under review apart from the further reliefs here in 
question. Only the excess ranks for credit (paragraph 5, 
Schedule 16, Finance Act 1965). 

А further privilege for ‘foreign life assurance funds’ 
lies in the rule that where remittances of income are 
applied towards investment in tax-exempt United 
Kingdom Government securities, the income thus 
applied is treated as if still held abroad. Again the extent 
of the favoured investment field is enlarged by the 
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inclusion of securities issued under section 60 (1) of 
the Finance Act 1940, despite the narrower range 
exemptions in this context. Moreover the rules of 
section 429 are extended by section 69 (3) of the Finance 
Act 1965 so as to assimilate the treatment of chargeable 
gains accruing from the disposal of investments 
forming any part of a company’s ‘foreign life assurance 
fund’ to the income arising therefrom, no relief being 
allowable in respect of losses. 


Management expenses 


A major point of intérest concerns the position of 
assurance companies in relation to expenses of manzge- 
ment, a class of which the boundaries were indicated 
to some extent in Sun Life Assurance Society v. 
Davidson (36 А.Т.С. 152; 37 T.C. 330), and North 
British & Mercantile Insurance Co v. Easson (7 'T.C. 
463). Moreover section 72 of the Finance Act тобо, 
although since amended in many points, authorizes 
claims for initial, writing down and balancing allow- 
ances in respect of any class of machinery or plant 
provided for use or used for the purposes of the 
management of the business of a life assurance company 
if an election to this effect has been made. There is a 
time limit by reference to the assessment in respect of 
the business, although it would seem tha: in some 
instances no occasion for the making of an zssessment 
might arise. Any balancing charges are to be dealt with 
under Case VI of Schedule D. 

By reason of the preponderance of insvetment 
income in the hands of financial institutions generally, 
special arrangements are required to provide tax relief 
for their outgoings. Section 57 of the Finance Act 1965 
applies to any (investment) company whose business 
consists wholly or mainly in the making of investments 
and the principal part of whose income is derived 
therefrom, and of any savings bank or other bank for 
savings. 

In computing for purposes of corporation tax the 
total profits for an accounting period of an investment 
company resident in the United Kingdom, provision is 
made for the deduction of any sums disbursed as 
expenses of management (including commissions) for 
that period, subject to the specific exclusion of any 
items deductible under Case VIII, as also of the amount 
of any income from sources not charged to tax. It 
seems that share transfer fees would be a typical item 
of this class, but probably not interest on tax reserve 
certificates (32 A. T.C. 144; Hutton v. C.LR. (35 T.C. 
95)). However, franked investment income and group 
income do not require to be deducted. 

These arrangements provide the basic framework for 
dealing with the expenses of a company carrying on life 
assurance business, whether mutual or proprietary, 
unless charged under Case I of Schedule D. One 
specification is that the amount of any fines, fees or 
profits arising from reversions are to be deducted from 
the management expenses in lieu of the ‘income from 
other sources’ referred to above. However, it is neces- 
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sary to have regard to any statutory restrictions on 
relief available, e.g. under section 425 (6) of the 
Income Tax Act 1952 relating to annuity business. 
Again, the long-standing rule restricting the relief given 
in respect of management expenses by reference to a 
notional Case I standard was re-enacted in section 
69 (2) of the Finance Act 1965, now to be displaced 
by the terms contained in paragraph 1 (1) of Schedule 
11 to the Finance Act 1967 with effect for accounting 
periods ending after April 5th, 1966. | 
The new rule looks to the scope for utilization of 
losses against franked investment income under section 
62 in conjunction with section 69 (1) itself and all 
other reliefs to which the company is entitled. If these 
together would reduce the income tax or corporation 
tax borne by the company on the income and gains of 
its life assurance business for any accounting period to 
less than would have been paid if the company had 
been charged to tax in respect of that business under 
Case I of Schedule D, then relief is to be withheld. 
The amount thus withheld goes to increase the 
unrelieved expenses carried forward under section 
57 (2). However, a new provision has been substituted 
for the opening words of section 69 (2) and the Finance 
Act 1967 re-phrases the restrictions in terms which are 
more ir. keeping with the structure of corporation tax. 


Further restrictions 


Again, the new proposals for measuring the restriction 
to be applied where income is derived from tax-free 
Treasury securities (see above) contain an extension 
relating to management expenses, use being made of 
the fraction of which the numerator is income other 
than from tax-free Treasury securities and the de- 
nominztor the total investment income of the life 
assurance fund. Moreover, where income arising from 
the investments of a 'foreign life assurance fund' have 
been relieved from tax under section 429 as noted 
above, a corresponding reduction is to be made in the 


.management expenses relief. Once again, there is a 


parallel to section 430 whereby management expenses 
are restricted in accordance with the same formula (see 
the discussion above as to the treatment of assurance 
companies not having their head office in the United 
Kingdom). In this context section 23 of the Finance 
Act 1967 states that the interest on relevant bor- 
rowed money ineligible for relief is to be the fraction 
denoted by income from tax-free Treasury securities 
divided by total investment income of the life assurance 
fund. For the benefit of the algebraically minded, 
section. 23 (5) goes on to point out that the sum of this 
fraction and that referred to above for the purpose of 
restricting management expenses together amount to 
unity. 

In the case. of certain trades where a significant 
element of gross receipts is represented by income 
received under deduction of income tax, the computa- 
tion of the Case I adjusted result may produce a loss 
despite a profitable level of trading. A claim for relief 
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against current income may be made under section 341 
of the Income Tax Act 19:2 as extended for one year 
by section 15 of the Finanze Act 1953 (parallel relief 
for. companies is set out in section 58 (2) of the Finance 
Act 1965) but where the level of profitability fluctuates 
there may be a balance of 15sses to be carried forward 
against future profits. Relief would, however, be 
unduly delayed for financia. concerns unless they were 
permitted to have recourse -o any interest or dividends 
on investments which wou.d fall to be taken into ac- 
count as trading receipts ander Case I but for the 
accident of deduction of income tax at source. T'he 
right to cash pastlosses against such income is accorded 
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br section 342 (4) of which tlie parallel corporation tax 
rule is to be found in section 58 (7), Finance Act 1965. 
In conclusion; the position of assurance companies, 
uneasily balanced between the making of profits and 
the holding of investments, is governed by section 
бо (3) (а), ‘previously section 428 of the 1952 Act. 
This requires profits (1.e. chargeable gains and income) 
to be brought into the reckoning of a loss оп' a com- 
peny's life assurance business derived from life assur- 
arce fund investments whether for the purposes of 
current relief under section 58 or terminal relief under 
section 59. 
07 (Concluded,) 


Come off that blasted heath! 


Reply to the incursion into the semantics of accounting 


theory (August 12th issue) 


by W. KOK, Dutch Recistered-Accountant! 


AVING read ‘What are we doing on this blasted 

heath?', by В. М. Walters, M.A., A.C.A., І am forced 
to believe that there is a lot of truth in this quotation, 
which formed the title of the article in The Accountant 
of August 12th. This belief stems mainly from the 
fact that the problem of find:ng a scientific formulation 
of profit and worth in a business has, in my country, 
already béen solved: 

The pioneer work on this was done by the late 
Dr Theodore Limperg Jr, Professor of Managerial 
Economics at the University of Amsterdam. The 
results of his work were further developed and pub- 
lished by his successor, Professor Doctor H. J. v.d. 
Schroeff. Between them, they developed a compre- 
hensive theory covering: 

unit cost price calculation: 

. cost control; 

balance sheet valuation; and 

profit calculation. 

Since their theory — known as the replacement value 
theory — is scientifically based, it means a completely 
different approach to the accounting problems involved. 
This, combined with the fact that its application 
imposes some problems for the double-entry system, 
initially produced a good deal of resistance. This 
resistance, however, has now been overcome and the 
theory is generally accepted m Holland. 








1 The Nederlands Instituut van Register-Accountants is the new 
State-regulated accountancy body which, after the current five- 
year transition period will supereds the hitherto existing account- 
ing organizations. 


-t is impossible to give a complete description of the 
replacement value theory in the limited space of a 
short article. I shall therefore restrict myself to a brief 
outline. 


Continuity 

Because a modern business js a complicated mechanism, 
we cannot afford to create if for the production of 
merely one or a limited number of products. The heavy 
cost of setting up the organization and the high invest- 
ment in lasting equipment, force a business to produce 
a continuous flow of products. Discontinuation will 
only take place when the losses involved in continuation 
outweigh the loss caused by winding-up. 


Replacement obligation 


As long as continuation is rational . ТР 
produces a worse result than continuation), every 
single sale creates, theoretically, an obligation to re- 
place. The show must go on. The decision to sell 
automatically incorporates the decision to replace, 
unlzss continuation is impossible or irrational. 


Trading profit 

Continuation is always rational when the sale price is 

higher than the cost of replacement. Consequently 

prozit can be formulated as the difference between: 
the possible sale price; and 
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the money equivalent of the obligation to replace at 
the moment of sale. 
The calculation of this money equivalent would be as 
follows: 
the sum of the cost items involved; multiplied by 
the current market price at the moment of sale. 


Since there is no obligation to waste any materials, . 


labour or item of cost, the quantities used for the 
calculation should be standard quantities. The stan- 
dards should be regarded as the quantities required in 
the particular circumstances on the basis of reasonable 
efficiency. In short, trading profit is the difference 
between sale price and the replacement cost at the 
moment the sale price is agreed. 

In economic terms this trading profit is the difference 
between the market value of the product and the 
market value of its components, allowing for an ef- 
cient production conversion. | 


Cost versus cash expenditure 


The conception of replacement cost at the moment of 
sale creates a gap between cost and cash expenditure 
and, at the same time, the resistance of conventional 
double-entry book-keepers. There are two causes for 
this gap: 

inefficiencies; and 

price changes of cost items. 


inefficiencies 

Inefficiencies are not regarded as part of the cost of 
sales and therefore do not affect the trading profit. 
Inefficiency, however, will affect the company’s overall 
profitability. It is therefore shown as an independent 
profit and loss item. As such it is an important piece of 
management information, especially where there is a 
split between the production and the marketing func- 
tion. 


Price changes 


Because a production process takes time, there are 
always materials and products in the pipeline. If this 
was not the case, we could produce one item, sell it 
and at the same time replace it, in which event price 
changes would not come into the problem at all. 

In a traditional double-entry system, an increase in 
material prices — and consequently an increase in the 
book value of the pipeline stock — will result in a profit. 
Materially, however, nothing has happened. We still 
have the same quantities in the pipeline and the busi- 
ness has still the same earning capacity. 

If we treat this book value increase as a profit, and 
use it for investment elsewhere or to pay dividend, we 
find that we have not got enough money left to replace 
the stock when we have sold it. The book profit is only 
a paper profit and therefore, in economic terms, no 
profit at all The replacement value theory states, 
therefore, that price changes of the pipeline stocks аге 
neither profit nor loss. The change in book value is 


THE 
ACCOUNTANT. 


287. 


merely a reflection of the change іп the amount of 
money tied up in a materially unchanged production 
sequence. 

To keep a balance in the double-entry system, there 
is a special account for value changes in the capital 
employed. Every time a price changes, the stocks are 
revalued and the difference is brought into that 
account. 


Speculative stocks . 


Any stocks that are held outside the normal pipe-line 
requirements are speculative. The replacement value 
theory does not apply to those, because there is no 
replacement obligation. Any price differences between 
original buying price on the one hand, and the market 
price at the moment they become part of the pipeline 
stock or the selling price when the stock is sold as 
such on the other hand, are speculation profits or losses. 


Stock valuation for balance sheet 

All stocks are constantly kept at replacement value 
level and differences with historical prices booked to 
‘Value changes in capital employed’. Because this 
value change is neither profit nor loss, it appears as 


- such on the balance sheet. 


The same principle applies to machines, though 
there is one peculiarity. A machine can be compared 
with a packet of cigarettes. It is patently uneconomic 
to buy a machine for the production. of one single 
product; a machine is made to last for the production 
of a series of products. A packet of cigarettes holds 
twenty cigarettes, a machine holds a number of machine 
performance units ог m.p.u. Every time a machine 
produces a product, one m.p.u. is consumed. 

At the moment of inventory or stock-taking, we 
find a selection of partly-emptied packets. In fact, 
however, it is not the number of packets that counts 
but the number of cigarettes, or in this case — m.p.u.’s. 
According to the general principle, these units should 
be assessed and valued at replacement cost. Any differ- 
ences with historical values will again be booked to 
“Value changes in capital employed’. 


Conclusion 


This is, of course, as stated at the beginning, only a 
brief outline, which leaves room for a lot of ques- 
tions. Since, however, this theory survived roughly 
twenty years of questioning before it was generally 
accepted in Holland, I am certain that all the answers 
are available. 

The main advantage of the replacement value theory 
is that it brings economic reality into accounting instead 
of history. The main disadvantage is that it requires a 
completely new approach to accounting and conse- 
quently induces a lot of resistance in people who are 
used to and satisfied with the old systems. 








An earlier exposition of replacement value accounting in these 
columns appeared in the issue of September 7th, 1963. 
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The Changing Role of the Accountant 


by ROBERT GLENDINNING, M.A., С.А., F.C.W.A. 


EFORE anrthing is said about the changing role of 

the accountant, it is desirable to define — or at least 
explain – both what is meant by the word accountant in the 
present context and what his present role is, or should be, 
in a properly ordered business undertaking. 

For present purposes, therefore, the term ‘accountant’ is 
taken to mean all types of accounting expert, but parti- 
cularly those concerned with the interpretation and use of 
accounting data to manage a business. These may involve 
knowledge of the most advanced techniques for decision- 
making. The term also encompasses all manner of differ- 
ently described individuals, from the finance members of 
the board down to those whose main concern is primarily to 
see that records are properly maintained — a responsibility 
which requires in some, circumstances a considerable 
amount of skill. 

The role of such an individual when concerned with the 
use, as opposed to the recording, of data clearly stems from 
the fact that in almost every case in business where a 
decision is required, that decision must be an economic one; 
indeed, business decisions are, by and large, directed 
towards economic ends. Even where they are not, they 
usually have an economic aspect. This is obvious enough 
where the object of an undertaking is profit-making but it 
also applies to a great extent where the aim is not to make 
profits, e.g. in both local and central government activities, 
or in the case of charities where the aim is quite clearly not 
essentially an economic one. In such cases, since for the 
most part there is no question of profit-making, the problem 
is how best to expend fixed, or at least limited, economic 
resources. 

'This paper, then, discusses the present role of the 
accountant and how that role, even within the confines of 
his present skills, is changing. It then proceeds to examine 
what new skills he should acquire. 


Accountant's key position 


It is natural whenever economic resources are to be ex- 
pended – whatever the object of the expenditure may be – 
that the accountant will be involved; for the simple reason 
that he is in the best possible position to evaluate in econ- 
omic terms the effect of any proposed action. Since one of 
his responsibilities (although very often a subordinate one) 
is to record in financial terms the activities and operations of 


А paper based on a talk given by the author to the Association of 
Lecturers in Accountancy. The author acknowledges the collabora- 
tion of his colleague, Mr F. Т. Sykes, in the parts of the paper 
dealing with the new mathematical techniques. 


a concern, he is particularly well placed for understanding 
how these activities and operations are reflected in the 
results of the undertaking. 

It follows that ke is also well placed to foresee the effect 
on the finances of a concern of any proposed course of 
action and for making this effect clear to the management. 
'Thus, in general, the accountant's contribution to the suc- 
cess of the undertaking lies in providing information by 
way of analysing the financial effect of operations being 
carried out, by forecasting the trend of the results of future 
activities and by providing and reporting on other financial 
and statistical data upon which decisions may be based. 
Clearly, it is not the resporsibility of the accountant him- 
self as such to make these decisions. 

Nevertheless, from the rature of these duties it is not 
surprising that the accountant, although not formally 
responsible for co-ordinating the activities of an under- 
taking, in fact plays a major part in their co-ordination 
because finance requires this to be done. Costs must be 
related to selling values and the requirements in the way of 
finance for any new activity proposed must not exceed the 
capital available. The accouatant cannot himself compel his 
co-executives to realize proper relationships in these matters 
but it is his duty to reveal to them and to the management 
generally the effects of any incongruity or weakness. 


Reconciling differing viewpoints 


From the information the accountant presents, the pro- 
duction manager may see that he must produce at lower 
cost if the output is to be sold; the sales manager may see 
that he must obtain higher 2rices for the products sold if the 
company is to remain viable. Where differing viewpoints 
cannot be reconciled in discussion on the basis of the 
accountant's figures, the chief executive or the board of 
directors must, in the last resort, decide how to effect the 
reconciliation of viewpoints — on a realistic basis, of course. 

But obviously the accountant indirectly may bring about 
the proper relationship long before any difference in view- 
points becomes a matter of settlement at board level. He 
does this by presenting to the different executives the facts 
which may show quite clearly that the viewpoints held by 
them аге at present irreconcilable. The executives may 
immediately recognize this and see for themselves that 
somehow their views mus: be modified. 

Because the accountant is able to reveal such a situation, 
he tends to have considerable indirect influence on affairs 
and often — quite unjustlv — is accused of wielding power 
which he does not officially possess. Any power which is 
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subjected (wrongly) to criticism is usually the power of the 
ineluctable facts - not that of the accountant personally. 
The facts which he adduces speak for themselves. Never- 
theless, it is common enough to hear complaints that the 
accountant will not allow the money to be spent for some 
proposed course of action. 

What this often means is that the money is not available 
for what is proposed, since it is probably earmarked for 
something more important and the accountant happens 
merely to be the channel through which this limitation 
becomes known to the other executives. He is just express- 
ing in a particular situation the ‘law of the situation’, as 
Mary Parker Follett would describe it. Thus, unless he 
happens wrongly to interpret the situation, the accountant 
has no responsibility for the limitation which he has brought 
to the notice of his fellow executives. 


Reasons for criticism of accountants 


It must be admitted, however, that part of the criticism 
sometimes made of accountants arises for two reasons: first, 
often enough they make little attempt to look at a problem 
through the eyes of the other man - the engineer, sales 
manager, or general manager. Although they have an ad- 
mirable opportunity for understanding any part of a 
business in which with the others they have a common 
interest, they often make little effort to obtain this under- 
standing ~ аё least to the extent which enables them to 
appreciate the problem facing their colleagues. In some 
degree this is a defect of professional training in the past 
which placed greater stress on financial accounting, 
auditing and taxation considerations, than on what is 
nowadays described as ‘management accounting’. This 
situation, where it existed, is now being remedied by the 
professional bodies but much more still can be done by 
accountants in industry to understand: the problems con- 
fronting other executives. 'T'hese problems are not always so 
simple to solve as some accountants believe. 

The other criticism which may be made of accountants is 
their propensity to use technical terms which are not always 
readily understood by their colleagues. It is impossible to 
avoid entirely certain of these terms, but there are others such 
as ‘debit’, ‘credit’ and ‘capital’ which can опју be under- 
stood in relation to the circumstances in which they are 
used, Professional jargon should be avoided wherever 
possible. Of course, some technical terms cannot be avoided, 
e.g. ‘assets’ and ‘liabilities’, and where this is so, e.g. in 
reports and explanations, great care should be taken to make 
their meaning as clear as possible. In recent years a move 
towards better communication throughout the business 
world has been fairly general: accountants, like some others, 
have shown themselves to be capable of improvement in 
this respect but many still have far to go. 

It has already been mentioned that the accountant often 
acts, albeit unofficially, as a co-ordinator of other functions 
in business since he is well placed for evaluating the effects 
of all actions and proposals in economic terms. 

For this reason, apart from his ability to diagnose a 
situation which may be going wrong, on the basis of the 
financial data available to him, the accountant may often 
have the opportunity of revealing personal powers of 
reconciling opposing viewpoints (e.g. sales and production). 
This may enable him to advance to the position of chief 
executive or chairman - the latter position, in particular, 
demands the ability to compose differences. 

That this has in fact often happened is evidenced by the 


THE 
ACCOUNTANT 


289 


many industrial organizations at the present time headed by 
accountants: the tendency is probably increasing. It must be 
remembered, however, that the success of such individuals 
depends much less on their accounting knowledge than on 
their skill in co-ordinating differing viewpoints. Their 
function as accountants merely grants them the opportunity 
of exercising this skill if they happen to possess it. 

Of course, as has been said, accountants through the 
information at their disposal are able to get to the heart of a 
problem. Dr A. F. Earle, Principal of the new London 
Graduate School of Business Studies, has stated the ad- 
vantages. they have in this way: 


. they were the custodians in the company of most of 
the information systems and, secondly, that they were the 
men who were equipped to reason about the quantities 
expressed in these systems.’ 


But essentially the accountant's contribution to manage- 
ment is still the provision of information to assist his fellow 
executives. Not only is it easy for accountants to forget that 
this is their function but it is also easy for them to overlook 
the fact that however important it is to assess actions and 
proposals in financial terms, the most important aspect of a 
decision may not be financial at all. For example, in the 
selection of a chief executive, the key point is not neces- 
sarily whether he is paid a salary of £10,000 or £15,000 but 
whether he has the required qualities. If he has, the extra 
£5,000 may be a relatively unimportant factor in .the 
decision. 


Increasing recognition 


Tt would appear that for various reasons difficult to pin- 
point at the present time, the value of the part accountants 
can play in business seems to be receiving greater recog- 
nition. This may be partly because accountants (as 
witness the increasing stress laid by all the professional 
bodies on ‘management accounting’) are themselves 
prompting this. greater recognition of their usefulness. 
What is much. more important, however, is that manage- 
ments — even in industries which are managerially back- 
ward – now seem to be appreciating more and more the 
contribution which can be made by accountants. 

This no doubt may be attributed to the greater spread of 
knowledge generally – perhaps partly a result of the in- 
creased emphasis nowadays laid on management education. 
The all-pervading influence of finance in business activities 
is a feature in the study of management which strikes 
students most forcibly. A formal study of management 
underlines the importance of finance and accounting, and 
a more widespread interest in management education has, it 
seems fair to say, resulted in a greater understanding of the 
help accounting can provide. 

Another influence is that of the new mathematical and 
other techniques now in wider use. Some of these have, of 
course, been made practicable largely through the advent of 
computers. Where the information is produced by com- 
puter, there is a much sharper distinction between the 
accountant's contribution to management as an inter- 
preter of information and his contribution as a recorder of 
data. 

Many of these techniques now more widely used but some 
regarded as new are not, of course, new at all. 'T'he position 
is rather that the availability of computers means that some 
of the techniques in question can now be used economically, 
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for, in most cases, without computers it would not be 
economic to use them at all. 

So much for the way in which the accountant is regarded 
by his fellow managers. Now let us consider whether the 
use made of the well-known techniques of the accountant 
is changing. Then we shall examine briefly some of the new 
techniques and see if they are likely to be added to his 
repertoire in the future. 


Type of information 


Basically, the types of information which at present can 
readily be provided by the accountant fall into two cate- 
gories: 


(a) those which shaw whether managements’ intentions 
are being fulfilled or not; and : 


. (b) those providing information which helps to decide 
whether or not to urdertake some new project 
(capital or revenue) or development (e.g. the in- 
stallation of new capital equipment, the adoption of 
new methods, or the introduction of a new product, 
etc.). 


Obviously information in o3e category may prompt the 
need for information in the other. The main types of in- 
formation in the first category may broadly be described as: 


(i) trading and profit anc loss accounts and balance 
sheets; 


(ii) statements of costs of products, processes, etc., of 
various kinds. (These include ‘actual’, ‘standard’, 
‘uniform’ and other kinds of cost data); 


- (iti) standard ccst and budgetary control information; 
(iv) ‘direct’ or marginal cost information; 
(v) statistics, including ratios. 


All of these types of information aim in one way or another 
at informing management, with varying degrees of success, 
of the extent to which management’s objects are being 
achieved. About their usefulness, most may be said in 
favour of the standard cost approach because it tells much 
more clearly and positively than the other types of inform- 
ation whether the aims of management are being attained or 
not. It also locates the cause of the failure more precisely 
and usefully. 

In a sense, all accounting incormation in the first category 
contributes to decision-making, even though the decision 
may be merely to accept the failure to meet an aim and to 
expect no further action. Indeed, whatever the particular 
type of information involved, to accept the position re- 
vealed by it is in itself a decision. 

- Little need be said about the types of information which 
fall into the second category. These centre around methods 
of assessing the.rate of returr. to be obtained from under- 
taking a new venture or around methods of forecasting costs 
and selling values of new products etc. 

In this field the D.C.F. (discounted cash flow) method 
of appraising capital projects has received wide recognition 
in the last few years. The merit of this method is that it 
combines the valuable aspects of the other traditional 
methods.. Аз to forecasting costs and sales receipts, much 
more use is now being made bf statistical and econometric 
techniques. 

What is important to recoznize, however, is that even 
where other more conventional methods are normally used 
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for showing whether the aims of an organization are being 
realized or not, there is certainly a much wider understand- 
ing of the value of the basic theory of standard costs. 

Reference has already been made as to why a standard 
cost system is a superior form of control, i.e. that it cate- 
gorizes immediately, under heads significant for action, the 
reasons for fluctuations in cost; it is not necessary to deduce 
the reasons from the information produced as in other types 
of data. 

The reasons are few and can be expressed in terms of 
prices on one hand and effectiveness on the other. If one 
looks, az the three traditional elements of cost, viz. direct 
labour, overheads and direct material, it is obvious that 
price rray affect each of these factors. Moreover the effect- 
iveness of the contribution of each factor in providing a 
product or service is expressed in the system by its measure- 
ment cf the productivity of labour, the ‘utilization’ of 
overheads — whatever form these may take — and the con- 
sumption of materials. Any failure to achieve the aims set 
up can be explained in terms of these fundamental reasons 
and it is the supreme merit of a standard cost system that 
they can be ascertained more immediately and positively 
in it thzn in other control systems. 

The reasons apply universally. With other systems they 
must be deduced by means of further investigation and their 
importznce, if it is to be known precisely, can only be 
ascertained as the result of much the same processes as are 
automatically carried out in a standard cost system. What 
seems со be happening, therefore, is that any increasing 
number of business analysts although not using standard 
costs, nevertheless are tending to interpret the information 
submitted to them from a standard cost viewpoint. This 
represents а considerable advance. 

We may now turn to the new techniques which raise the 
question as to whether there is to be a leap forward in 
accoun-ing practice. 

The new techniques being increasingly applied are 
mainly mathematical. For that reason it may be argued that 
they should form no part of the accountant's equipment; 
whether or not he ought to be formally trained in them, 
however, it is clear that in their use they are inextricably 
entwined with accountancy. 

Most, if not all, of these techniques come under the 
general heading of ‘operational research’. They are as yet 
by no means familiar to the majority of accountants and it 
may therefore be helpful to mention them briefly from an 
accounting viewpoint (as opposed to that of an operational 
research expert) and to refer to the way in which they 
appear to an accountant to be helpful in decision-making. 

It will be noted that most, if not all, of the techniques fall 
into the category of ‘project’ rather than ‘control’ informa- 
tion. It is difficult (particularly for the non-specialist) to 
classify them but they may conveniently be considered 
under "ће following headings: 


(а) sampling and other statistical techniques; 
(6) linear programming; 

(c) queueing theory; ` 

(d) scheduling theory; 

(e) replacement theory; 

(f) inventory theory. 


Of these (5) to (e)-are mare obviously examples of what are 
normally regarded as ‘operational research’. 
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Sampling and other statistical techniques 


The use of statistical sampling in many fields of business is 
already well established – it is used in market research and 
in verifying the accuracy of clerical and other work through 
the use of quality control or acceptance sampling methods, 
for example. 

Sampling is cheaper than a complete survey, which in 
certain cases might even be impossible, and where prob- 
ability sampling can be used the limits of sampling error 
can be defined with a known degree of confidence. More- 
over, besides being cheaper, sampling is often more ac- 
curate than full enumeration because the level of clerical 
error may be less than that arising from an examination of 
all the data. 

The techniques of regression and correlation analysis are 
in use in some businesses to forecast sales and costs and 
even advance trading results. They are also used increasingly 
to build mathematical and economic models of firms to 
assist management to assess the consequences of taking 
given policy decisions. 

The scope in industry for the application of statistical 
techniques is thus increasing and there is certainly need for 
much wider understanding not merely of the help which 
statistical methods can give, but even of the characteristics 
and significance of such relatively simple statistical data as 
averages. Accountants in general should undoubtedly be 
much more familiar with the ordinary statistical techniques 
than they are at the present time. 

But a powerful new factor has arisen. With the possibility 
of more economic processing of mass data by E.D.P. it has 
become practicable to use more advanced statistical tech- 
niques. By bringing in probability and other advanced 
mathematical factors to a greater extent, these come much 
closer to operational research (in fact, the non-expert in that 
field finds it difficult to draw a line of demarcation). There 
are, of course, a number of published works on the more 
advanced statistical methods; one such is Basic Statistics 
with Business Applications, by Clelland, de Cani, Brown, 
Bursk and Murray, published in 1966 by John Wiley & Sons, 
New York. 

The matters which more obviously fall under the heading 
of operational research are now briefly mentioned. 


Linear programming 


Linear programming is the technique used to select the 
best out of a number of alternative uses to which a firm’s 
resources may be put, i.e. the optimum out of a number of 
solutions to a particular problem. Where many variable 
factors are involved, the technique is normally economic 
only if computers are available, because the number of 
possible solutions to the problem may be very great indeed. 
In the absence of a computer, the selection of the optimum 
solution might be too costly in clerical effort. 

The problems encountered are not new, of course, and it 
may well have been that in the past, rule of thumb methods 
have been resorted to in the absence of a scientific method of 
finding a solution, and wrong decisions have been taken. 

Two examples of the kinds of problem which can be 
solved by linear programming аге the following: 


(1) Transport. Yt is common for a company to have to 
maintain stocks of finished goods in warehouses at 
different locations from which are met orders from 
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customers at other locations. The possible number of 
different transport patterns in such a situation may 
be very numerous indeed. By means of linear 
programming, however, it may be determined which 
18 the most economic transport pattern, ie. which 
pattern of transport from warehouse to customer will 
saow minimum total costs. 


(2) Production. 'The optimum product-mix can be deter- 
mined by linear programming. The problem faced by 
ап oil company in connection with refinery operation 
was to decide how to plan output in the light of 
capacity limitations, so that the most profitable 
product-mix of fuel oil, diesel oil and other products 
might be obtained. 


The method can also be used in assigning jobs to 
various machine tools in a factory to minimize idle 
time, in scheduling runs in a paper mill to minimize 
wastage of paper, and in many other types of pro- 
duction problem. 


This method of solution is not new and the mathe- 
matics are not too advanced. What is new and 
significant, is its application to business problems — 
problems whose existence was previously fully under- 
stood but to which solutions were only attempted 
pragmatically. Linear programming now provides a 
scientific solution. 


Queueing theory 


Queueing theory helps to solve those types of business 
problems which involve waiting lines. Where rates of 
arrival and time required to service are known, the average 
length of the queue and of the waiting time in it can be 
calculated. From this information a balance between what is 
desirable for the customer and economic for the provider of 
the service can be achieved. On the basis of such information 
and of knowledge of the costs of installation, management 
can dezide the size or number of facilities which should be 
established. 

Тће following are examples of the types of problem to 
which solutions may be obtained by the use of queueing 
theory: 


(а) Number and capacity of cranes to be selected where it 
is necessary to extend dock facilities. 


(6) Number of 'check-out lanes' (i.e. paying points for 
customers) to be provided in a supermarket. 


(c) Allocation of work among bank clerks to reduce 
waiting time. 


(d) Number of employees to be employed by a service 
company if no customer is to wait more than, say, a 
given period of time for service. 


Because of the large number of waiting-line problems in 
industry, queueing theory would seem to have a wide 
application. Like all more advanced business problems, 
queue:ng theory involves probability considerations but in 
waiting-line cases they are more important than in others. 
'The evaluation of probability and proper weighting of 
factors which involve probability are perhaps a pointer to 
what is the most significant feature of operational research. 
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Scheduling theory 


Scheduling theory, regarded as one of the more complicated 
forms of operational research, deals with a field which may 
combine both linear programming and queueing since it 
deals with sequences of events in time and their inter- 
actions one with another. For example, it may. be used for 
sequencing jobs through available production facilities so 
as to minimize costs for some period ahead. It may ob- 
viously pay to incur a loss in one month if production can be 
planned in such a way that proñts for the year are increased 
overall. 

In connection with this sort of technique, the benefits of 
computers are very obvious for should some change in 
circumstances occur the computers enable a fresh optimum 
programme to be computed very quickly, taking into ac- 
count the new circumstances. Thus profitability is maxi- 
mized. The situation may be illustrated by the case of 
steelworks. which through the use of this technique can 
minimize the effect of a product not turning out according 
to specification. 


Replacement theory 


Replacement theory is concerned with determining the best 
time to replace a specific item of equipment. The decision 
must take into account the remaining capital worth of the 
old equipment as well as the running and repair costs of 
both the new and the old. А simple case is that of having to 
decide when it is more economical to replace a machine 
tool than to continue repairing it. 

The problem is usually difficult because of the absence of 
reliable information about repair costs. It may be simpler in, 
for example, the case of a fleet of vehicles in respect of which 
good records of repair costs are maintained, and perhaps 
most work in the development of replacement theory has 
occurred in connection with such assets as road vehicles and 
machine tools where a large number of precisely the same 
type exist. Even here, however, there would seem to be an 
immense field, hardly yet touched, for more scientific 
methods of determining whether it is better to replace or to 
hold and repair. 

(It is, of course, to this field that D.C.F. applies, once the 
basic information, including any item evaluated on a pro- 
bability basis, has become available.) 


Inventory theory 


In recent years there has been a wider application of 
inventory theory. Тће fundamentals of the theory as 
regards known demand áre not particularly new, and indeed 
the formula is relatively simple to apply once the basic 
information is available. Аз in so many cases, however, the 
real work arises in obtaining the basic information. Тће 
factors involved in assessing the optimum stock to Бе carried 
include such matters as the cost of economic batching for 
manufacturing, the cost of re-ordering, the cost of carrying 
stocks (including the interest cost), etc. It is the intro- 
duction of probability factors which makes the problem 
more complex — unavoidably so, because uncertainty is a 
permanent feature of business. 

In the case of stockholding for sale only (as opposed to 
stockholding for manufacture and заје), a somewhat 
simpler formula can be used. А. more recent development 
involves what is known mathematically as ‘exponential 
smoothing’. The essence of this matter is that it estimates 
future requirements automatically in the light of previous 
experience but gives to the most recent experience a 


ACCOUNTANT 


е 
September 2nd, 1967 


relatively high weight in the new estimate. This means-that 
changes in requirements as revealed by recent issues from 
stores are automatically given effect to in re-ordering. 

It is suitable for retailing, for example, or for any other 
situation where the past rather directly throws its shadows 
ahead. It does not, Fowever, meet the needs of the situation 
where, because of а: special production plan, past stock 
movements do not indicate future requirements as in- 
fluenced by the new plan. 


Conclusion 


There is an increasing tendency to apply these various 
mathematical and statistical techniques, What is of first 
importance in connection with many of them is the avail- 
ability of the basic information. After that the solution 
beccmes merely a matter of calculation. 

Much basic information cannot of its nature be precise, 
of course — some will be a matter of judgement. This cannot 
be escaped. Many factors which bear on a decision can only 
be a matter of judgement mainly, if not wholly, subjective. 
In many situations one out of a number of possibilities must 
be selected. Of these some may be more probable than 
others and because of the combination of probabilities one 
will be the optimum choice. Where probabilities can be 
measured objectively, the problem сап be solved mathe- 
matically. 

The advanced epplication of statistics to business 
problems deals with this field and no doubt much further 
development may be looked for in the direction of evalu- 
ating probabilities objectively and incorporating them in 
the basic data for subsequent processing according to 
mathematical formulae. 

Even where the judgements made are subjective, however, 
it is possible that they can be expressed in terms of pro- 
bability and when so quantified incorporated into the data 
for processing. 

Quite clearly, a complete understanding of the technique 
outlined requires fairly advanced mathematical knowledge, 
necessitating special training. Nevertheless, all of them 
greatly affect the work of the accountant and it is therefore 
of the utmost importance that accountants should be fully 
aware oz them. 

The question confronting accountants is just how much 
understanding of the mathematical bases should they seek to 
acquire, and how far should the training of future account- 
ants encompass this kind of knowledge ~ given that once 
the application of the techniques is understood, the greater 
part of the work is a matter of routine processing. 

This, for accountants, is the springboard for the possible 
‘greet leap forward’ – to borrow a phrase from Mao Тзе- 
Tung. 

Since the information so produced and used for decision- 
making must be expressed in financial terms and must be 
fitted into a financial framework despite its highly mathe- 
matical basis, it is for accountants themselves to decide how 
far their role should extend ~ how far they should be 
masters of the techniques upon which these new types of 
information are based. Is it enough that they should merely 
be able to understand what these techniques can accom- 
plish? 

It would seem that unless they have a sound under- 
standing of the underlying principles and philosophy of these 
methods and are aware of the conditions and limitations 
which apply to their use, they risk meeting the fate of the 
‘Foolish Virgins’ in the parable. 
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Computers and the Accountant 


N a frank and hard-hitting report just issued by a special 

committee of the Canadian Institute of Chartered 
Accountants (С.І.С.А.), members are warned that an 
adequate knowledge of computers is vital to present-day 
accountants and that this cannot be regarded as just 
another speciality in an increasingly complex world. 

The report was published in a special issue of the 
Canadian Chartered Accountant. It is the first comprehen- 
sive study prepared by the C.I.C.A. on the impact of 
electronic data processing on members of the profession – 
whether in public practice, industry, government or едиса- 
tion. The Council of the Canadian Institute is to take action 
on the report’s recommendations after Institute members 
have had an opportunity of studying and discussing the 
report. 

‘It is something of an event when a profession calls for 
an investigation of its own organization and activities and 
makes it public’, commented Mr J. R. M. Wilson, President 
of the Institute, ‘but on this occasion, because of the 
importance of the subject, it was felt that all our members 
and students should have an opportunity to measure the 
magnitude of the problems and acquire the background 
information that will be necessary for wise decisions.’ 


Timely report 


The timeliness of the report is apparent from its disclosure 
that five years ago computers had little effect on the pro- 
fession in Canada, whereas today 35 per cent of its members 
are being affected and within a further five years, the 
committee forecasts, this figure will have increased to 6c 
per cent. Students are also being increasingly exposed to 
computers and a reasonable estimate is that over 50 per cent 
of all present chartered accountant students will be directly 
responsible for computer audits within the next few years. 
The report shows that the reaction to this situation 
among members of the profession is varied. While some 
acknowledge the great changes that computers will bring, 
others indicate a general lack of understanding on the 
subject and show a limited knowledge of the probable future 
effect of the computer on their clients. As a result, the 
committee offers a stern comment that the accountant who 
turns his back on the computer is in danger of losing at 
least a part of his authority in the years ahead. It points out, 
too, that in today’s society, corporate management – already 
becoming large computer users — will need the services 
of the profession even more extensively in the future. 
Although many members have taken computer courses 
offered by the С.І.С.А. continuing education programme, 
as well as those of equipment companies and other pro- 
fessional bodies, their computer expertise, in the opinion 
of the committee, in most cases is not at a level considered 
adequate in relation to proposed knowledge requirements. 
‘This lack of knowledge is only to be expected’, said Mr 
Wilson, ‘because the computer has not been of concern to 
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members and their clients until the last few years. It is only 
recently that its impact is affecting nearly everyone. By 
1966, there were four times as many computers in Canada 
as there were four years previously, and more than twice as 
many as there were two years ago. During the next five 
years, the number is expected to at least double.’ 


Training programme 


The report devotes a great deal of attention to the educa- 
tional problems and has recommended an extensive training 
programme to provide accountants with a comprehensive 
understanding of computer technology. In essence, it 
suggests a good working knowledge of computer systems, 
programming languages, computer capabilities in fields 
such as statistics, linear programming, simulation and the 
like, and an expert knowledge of the methods, terminology 
and alternatives of systems design and of audit techniques 
for computer systems and of various controls used in 
E.D.P. systems. 

As a fundamental principle, the report recommends that 
the profession should initiate a programme to work closely 
with universities so that a common approach to computer 
education is developed for university graduates entering the 
accounting profession. It appears obvious that much work 
will need to be done to develop courses to satisfy the large 
number of members who, because of age differences and 
other factors, will not require computer knowledge to an 
equal extent. Ín general, the report sees the need for 
extensive computer courses geared particularly to those 


"who will be under 35 years of age by 1970. 


Auditing tool 


The report points out how, in a growing number of appli- 
cations, the computer can be used as a tool to assist the 
auditor in his work. Audit functions which can be carried 
out by the computer include: checking information stored 
in electronic records; editing information in master files and 
unusual data for ‘audit by exception’; selecting samples of 
data for regular verification; making special computations 
required at year-end; comparing physical inventory counts 
to perpetual records; and comparing two payroll tapes and 
reconciling changes to independent personnel records. АП 
these applications reduce the amount of detailed audit work 
and extend the scope and efficiency of the auditor's testing 
procedures. 

In a section of the report headed 'Industrial accountants 
and the computer', the committee acknowledge that the 
chartered accountant’s training and experience fit him 
admirably for top management positions, but in the field of 
computers and related systems work they observe there is a 
lack of professional skill. The report shows that half of the 
companies surveyed consider the computer knowledge 
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of their accountants to be inadequate at present, and 
66 per cent of these companies are in agreement that it is 
inadequate for the future. : 

` Ава senior member of operating management, states the 
report, the accountant should know how to set up an 
information systems study and how to deal with the impact 
of new procedures on personnel Не can also play an 
important part in controlling the validity of the models 
proposed by the systems analysts, and in suggesting 
improved methods for collecting information required to 
serve the models. He should know enough about the com- 
puter to formulate his ideas in the programming of pro- 
cedures for profit plans, budgets and various other control 
and planning systems. He should be knowledgeable in the 
subjects of operational research and statistical sampling 
techniques, and should keep abreast of new developments 
in computer and data transmission equipment. Up to now, 
the report asserts, many chartered accountants in industry 
have felt that they need not concern themselves too much 
with these functions. 
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If twe factors stand out in the report, beyond all others, 
it is first the admission that accountants ~ if they are to 
provide more than auditing services to their clients or adapt 
themselves to new skills and sciences in the field of manage- 
ment — must get ready for the changes brought about by the 
computer. Secondly, those that are unwilling to cope will 
be farced to surrender the most challenging tasks to others 
and, even worse, admit ignorance in a field that rightly 
belongs to them. 

Chairman of the special committee responsible for the 
report is Mr Gordon Н. Cowperthwaite, F.c.a., managing 
partner in Kates, Peat, Marwick & Co, of Toronto, and 
President of the Canadian Association of Management Con- 
sultants. He qualified with Peat, Marwick, Mitchell & Co 
in England in 1949 and is a member of both the English 
and Canadian Institutes. Members of the committee were 
Mr William К. Corner, c.a., Comptroller of Canadian 
National Railways; Mr Rodney J. Anderson, c.a., partner 
in Clarkson, Gordon & Co, of Toronto; and Mr G. Malcolm 
Welch, c.a., partner in George A. Welch & Co, of Ottawa. 





Reviews 





Statistics and the Manager 
by Р. С. Moore. 
Macdonald & Co (Publishers) Ltd, London. 35s net. 


The importance of quantitative management techniques 
has received a very considerable boost in recent years. 
Current ideas range from discounted cash flow to games 
theory and these are being applied to managerial problems. 
In particular, the accountancy profession is rapidly seeking 
to come to terms with these new techniques, as is evidenced 
by the Certificate of Management Information examinations 
and the recent Institute courses in management accounting. 

Professor Moore’s new book is designed to meet this 
growing demand. Its content and structure presumably 
owes much to his lectures to business men and managers at 
the London Graduate School of Business. The exposition 
is good although Professor Moore’s style makes few con- 
cessions to the weaker readers. 

Starting with the conceptof statistical probability and con- 
fidence limits, the author expounds the principles underlying 
decision-making under conditions of uncertainty, followed 
by brief sections оп queueing and replacement and statis- 
tical quality control. Among the other topics discussed are 
short-term forecasting, experimental design and regression 
analysis. The work is completed with a discussion of the 
electronic computer, and a selection of short case studies 
illustrating the implications of the various techniques 





described. Throughout the text the illustrations are both 
practical and relevant to the world at large. 

This is not the easiest work for the beginner. Some know- 
ledge of basic statistical methods and above all a facility for 
interpreting figures would be very helpful. Nevertheless, for 
the reader who is prepared to work at his studies, this would 
be a valuable work to assimilate. 


The Corporate Director 
by J. M. Juran and J. Kerra LoupEN. 


American Management Association, New York; Bailey 
Bros & Swinfen Ltd, London. Price $15 (135s net). 


Although the number of corporations, or public companies, 
has multiplied in the United States — there are at least a 
million cf them — as they have done in other countries, the 
job of the board of directors has received neither the benefit 
of the broad exchange of practical experience nor the 
intensity of study which has been such a feature of other 
functional activities. This book sets out to redress the 
balance by turning the spotlight on the duties and responsi- 
bilities of the corporate director. 

Always keeping in mind that the fiscal, legal and Stock 
Exchange regulations are those of the United States, the 
reader is treated to an engaging account of how boards 
reserve certain powers and delegate others to operating 
management; how vacancies are filled; how a balance is 
struck between inside and outside directors and the 
manner in which information is supplied to the board. 

As for the composition of the board, it appears that its 
average size tends to go up with the size of the company – 
ranging from seven members for companies with assets 
under $10 million, up to fifteen members for companies 
with assets of over $1,000 million. 

Surprisingly enough, the average age of directors in 
substantial companies is about 60, with most of them in the 
age bracket 55-65. So much for the picture of thrusting 
young top Ámerican executives which is so often painted! 

The final word on directors will surely be echoed abroad. 
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“The board of tomorrow will work from a base of pro- 
fessionalism.’ Certainly in Britain we could do with a little 
more professionalism in the ranks of practising directors. 


Capital Budgeting and Company Finance 
by А. J. Merrett & ALLEN SYKES. 
Longmans, Green & Co Ltd, London. 20s net. 


This book covers the basic techniques of investment ap- 
praisal and, in particular, illustrates the utilization of dis- 
counted cash flow by simple graphical procedures. In 
particular, it links the application of D.C.F. to а considera- 
tion of company finance and taxation, with special reference 
to the changes brought about by the corporation tax. 

The work requires no formal mathematical training, and 
is designed for reading by senior management and financial 
specialists such as accountants. Nevertheless, it is a sub- 
stantial study of an important problem and any accountant 
who familiarizes himself with the basic principles explained 
and demonstrated in this book will be well equipped to deal 
along modern lines with any investment problem. 


Economic Recovery in Britain, 1932-39 
Бу Н. W. RICHARDSON. 
Weidenfeld & Nicolson, London. 635 net. 


To many of the present generation of economics students 
the years before the Second World War were years of 
depression and widespread social problems. Such a view 
is not altogether false, but it comes as a shock to be reminded 
that as Britain pulled out of the depths of the great depres- 
sion of 1929-31, her rate of economic growth was virtually 
twice as high as it is now in an era of full employment. 
This is a substantial piece of economic research. which 
should do much to correct some of the views on the pre-war 
economy. Written by a professional economist and not- 
withstanding some rather heavy-going detail and statistics, 
the book is by no means beyond the intelligent layman. 
Indeed, for any reader anxious to understand the con- 
ditions in the pre-war economy and their implications for 
current policy, Mr Richardson’s book deserves study. 


Encyclopaedia of Business Management 
compiled and edited by OLIVER STANDINGFORD, Е.В.І.М., 
Е.І.О.М., F.C.C.8. | ' 


George Newnes Ltd, London. Price £6 65 net. 


A manager can no longer afford to turn a blind eye to 
matters outside his own province. The world of commerce 
has changed so much in past decades that he must be aware 
of much that was once no concern of his. 

The accent here is on ‘awareness’ and this is, perhaps, 
the real justification for a volume of over six hundred 
pages which ranges far and wide, beginning with the back- 
ground: to business,’ moving’ on through accounting, 
economics and finance, communication, business calcula- 
tions, business policy and practice and personnel manage- 
ment to a concluding section on office administration. . 

The arrangement of the contents is such that it brings 
together related subjects so that a whole group of informa- 
tion can be studied as the need arises. At the same time, 
there is an excellent index for those wanting по niore than 
a snap reference check. 
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These days some of the legal references are apt to become 
quickly out of date – taxation and company law are good 
examples – while some other matters are not mentioned 
at all, viz. Payment of Wages Act 1960 and the Monopolies 
and Mergers Act 1965. Then, the section devoted to English 
usage, punctuation and spelling could well be replaced by a 
more creative exercise in the art of communication — report 
writing. Elsewhere a brief note about equipment leasing, 
factoring and franchising might have been expected and, 
looking a little way ahead, decimal currency. 

Leaving aside these points of detail however, the en- 
cyclopedia provides a handy source of reference for 
general managers and managers in general. 


The U.K. Economy: A Manual of . 
Applied Economics 


Edited by A. R. PREST. 
Weidenfeld & Nicolson, London. 425. 


This book comprises five lengthy essays on varying aspects 
of the United Kingdom economy. The authors are all 
university teachers in economics and each tackles a different 
sector. The topics are: the economy as a whole, in which 
national income principles and growth factors together with 
the various key inter-relationships are discussed; money, 
banking and finance, which combine descriptions of the 
main financial institutions with an explanation of their 
functians and progress during the post-war period; a 
review of Britain's foreign trade and balance of payments; 
the industrial and commercial sector and its progress under 
post-war Government control and influence; a review of 
labour and social problems. 

The text is embellished throughout with relevant statis- 
tics and charts which, since the book is intended primarily 
for first-year undergraduate students of economics, is all 
to the good. The intention is to revise the work at intervals 
so that the facts are kept up to date and the authors may 
expand their ideas in the light of the latest developments. 


RECENT PUBLICATIONS 


Business AccounTING І, by Frank Wood, в.5с.(Есох.), 
F.C.A. 261 pp. 8 X 5. Card cover. 155 net. Longmans, Green 
& Co Ltd, London. | 

Аџрлттло ІМегнорз, by Charles Lawrence. х+92 рр. 
84 X 34. 16s net. Wadsworth Publishing Co Ine., О.5.А.; 
Prentice/Hall International, London. 

PRACTISING ACCOUNTANTS IN AUSTRALIA, Бу Reg Gynther, 
B.COM.(QLD), M.EC.(ADEL), D.B.A.(U. OF WASH.). 362 рр. 
94 хб. $8.50. University of Queensland Press, Australia. 

Cost ACCOUNTING: ANALYSIS AND CONTROL, by Gordon 
Shillinglaw, PH.D. Revised edition. xviid-913 pp. 94X6. 
$9.50. Richard D. Irwin Inc., Homewood, Illinois. 

INTRODUCTION TO FINANCIAL AND MANAGERIAL ACCOUNTING, 
second edition, by Ralph Dale Kennedy (deceased), and 
Frederick Charles Kurtz. xiv+686 pp. 9:Х6. 685. 
International Textbook Co Ltd, London. 

INTERNATIONAL AccouNTING, by Gerhard G. Mueller, 
PH.D. xiiid-255 pp. 94X64. 63s. Collier-Macmillan Ltd, 
London. 

Tue Law RELATING To Bankruptcy, by О. Griffiths, M.A., 
LL.B., eighth edition, revised by Р. W. D. Redmond, LL.M. 
xxiv-+262 рр. 845%. 30s. Macdonald & Evans Ltd, 
Loncon. 

FUNDAMENTALS OF Economics, second edition, by В. J. 
Barnes, B.COM., A.C.LS., A.M.B.LM. xi+209 pp. 8} х 54. 
175 6d. Butterworth & Co (Publishers) Ltd, London. 
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Finance and 
Commerce 


Rental and colour. 


*OLOUR television is as yet somewhat a matter of 
Jones-manship or One-up-manship. Since, however, 
the B.B.C. plans eventually for all-colour transmission and 
the television-set industry will have to plan accordingly, 
colour is a matter of major importance to the rental com- 
panies such as Radio Rentals Ltd whose accounts provide 
the subject of this week's reprint. It may be helpful at the 
beginning to get the development of colour in set rental 
terms into perspective. 
Mr J. W. C. Robinson, Radio Rentals chairman, 
observes ‘it is probable the industry as a whole may succeed 
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in producing and disposing of about 50,000 sets by the end 
of 1967 and perhaps around 150,000 sets in 1958’. In the 
long run, however, demand will be decided by the enter- 
tainment value of the programmes provided once the first 
rush is over. ‘Unless the present restraining influence of 
Government controls on rental and hire-purchase are eased,’ 

Mr Robinson comments, ‘there may be some difficulty in 
reaching those sales targets, this year and next, but we are 

pianning for success in colour’. 

Government credit controls have always dogged the 
rental industry. Largely as the result of the July 1966 ‘credit 
squeeze’ measures, production of new sets by the television 
industry as a whole was about 65 per cent of what might 
legitimately have been anticipated in normal circumstances. 
About 1,400,000 sets were produced, and of that number as 
many as 100,000 may have been unsold and went to 
increase stocks of distributors. 


Import threat 


Total sets produced in the first five months of this year 
were 30 per cent down on the zlready reduced level of 1966. 
Mr Robinson, asking the Government to make up its mind 
whether or not it wants a home-based television manu- 
facturing industry to survive, suggests that 'if matters go on 
drifting we may arrive in a situation when we import nearly 
all the television sets we need, as we already do in the case of 
transistor radios'. 

Radio Rentals have their own set manufacturing süb- 
sidiary and commenting on the industry as a whole Mr 
Robinson *would be surprised if many of these factories have 
not been working at about half their proper capacity for far 
too long'. He suggests that when all home programmes are 





RADIO RENTALS LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for Year ended 28th February 1957 














` Year to Year to 
28th February 28th February . 
1966 - 1967 

£ £ £ £ 
7,351,522 Profit of the Group before Taxation (Note 9 .. .. .. ae .. Ps ay ~ 7,682,833 
2,086,400 Less: Provision for Taxation (Note 3) «s š 2,790,000 
5,265,122 Net Profit of the Group for the year . А 4,892,833 

(of which £2,901,115 relates to Radio Rentals Ltd. ) 

1,425 Less: Amount attributable to Outside Shareholders .. Tm .. os .. oe .. m 18,709 
5,263,697 Profit for the year available for appropriation .. .. "m os T .. oo ae - 4,874,124 
3,389,900 Add: Balance brought forward from the previous year .. $$ da .. oie а .. .. 3,405,349 
8,653,597 8,279,473 

Deduct: Dividends 
Ordinary 
— Gross Interim Dividend at 10 per cent. paid on 66,705,460 shares (Net £979,736 5 .. oe 1,667,636 
— Gross Final Dividend at 124 per cent. proposed on 66, 710, 860 shares (Met Я 122 769.. ae .. 2,084,714 
2,135,430 Net interim Dividends totalling 45 per cent. paid on 32,309,1 16 shares ss Ф. . .. .. — 
2,135,439 3,752,350 
Preference 

E 23,342 (Net) Paid to 1st December, 1966 (Gross) Ж се as : . с r " 39732 
2,158,772 ———— 3,792,082 
6,494,825 4,487,391 

2,952,478 Deduct: Transfer to General Reserve M 1,000,000 
Transfer to Capital Reserve being Profi t and Loss Account balance of Rentaset Limited at date of 
136,993 acquisition ёх se .. ae ; Ж xx — 
3,089,476 ——— 1,000,000 
The Notes on pages [297 and 298] form part of these Accounts. 
£3,405,349 Amount carried forward per the Consolidated Balance Sheet з. sis “> варо ug os £3,487,394 
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receivable on 'single:standard 625-line sets, rental com- 
panies may be offered’ products from factories abroad at 
prices that British manufacturers cannot match — as has 
ћаррепед to a degrée in е case of. refrigerators and 
washing machines. - 

On the rental side, Radio Rentals — following the ac- 
quisition of the Rentaset group — has been busily revising 
its management structure, changing round properties (250 
in thirty months) and centralizing purchasing and stock 
control at a main administrative centre in Swindon where a 
new І.С.Т. computer installation should be in operation 
early next year. Before the end of this year three set repair 
works and several subsidiary store depots will have been 
eliminated. 


Vista 


In this year’s accounts the results of Vista Home Rentals, 
acquired in March 1966, are consolidated for the first time; 
but Vista is, for the time being, operated independentlv of 
the group’s main rental companies. The total investment in 
Vista is of the order of £3:5 million, of which a substantial 
proportion is in the form of an interest-free loan. Because of 
growth restriction through Government controls, and the 
resultant lessened need to finance new business, Vista is 
currently able to make monthly repayment of the cut- 
standing loans. 

But for the Vista loan position, it is estimated that group 
profits would have been about £300,000 higher than they 
actually were — taking into account Vista’s trading loss 
consolidated and the interest which would have been 
earned had the Vista loan been put out on the market at 
prevailing rates. Vista, incidentally, has unused tax allow- 
ances of about £2 million; the loss was £118,000. 

In the group accounts, advance rentals, credits, and 
accrued charges have increased — mainly due to the in- 
crease in the down-payment imposed under the July 1966 
credit restrictions which calls for forty-two weeks' renta! in 
advance for sets under three years old. The cost of tele- 
vision sets on, or for, rental brought i in — in respect of Vista 


— is £3,297,000. 


Investigation 


‘Before taking the Vista set piston into account, and also 
'that of Radio Rental's Italian company, Telenoleggio (also 
‘consolidated for the first time), the net cost of set purchases 
was: {1,119,000 as against £1,044,000 in the previous year. 
These figures represent the cost of new sets bought, less the 
original cost of sets scrapped during the year. | 
Selective employment tax will cost the group £ 500,000 

ina full: year and that puts a premium on economies stem- 
ming from integration of the rental companies in the group. 
Та ап extremely competitive industry such as this, there can 
hardly be scope for public criticism on prices charged. 
Radio Rentals did not increase charges because of select:ve 
employment tax but the action of some other companies led 
to complaints culminating in the Prices and Incomes Boerd 
being instructed to investigate the entire price structure of 
all specialist rental companies. This inquiry is still in pro- 
gress. 

. Administratively, the biggest problem ahead for the 
Radio Rentals group is the complete reorganization of the 
company's subscriber accounting system. Although what 
Mr Robinson describes as ‘improved solutions for the 
future’ have been worked out, these will still take some years 
to complete. 
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CITY NOTES 


T Group of Ten agreement on the creation óf an 
international reserve unit gave the City and the stock- 
markets plenty to think and talk about immediately after 
the August Bank Holiday. The changes and the agreement 
are not unrelated. 

Had there been no Group of Ten agreement it is question- 
able whether there would have been such major Cabinet 
changes on the economic front. But with a new monetary 
plan virtually in being, and pressure on sterling at least 
prospectively eased, the Government, it is assumed, can 
indulge in a degree of economic and industrial reflation. 

Naturally enough this possibility suits the equity section 
of the stock-market down to the ground. Whereas there was 
a fair argument for the case that equity prices were too high, 
there can now be substance in the view that at least the 
present pitch of prices is justified by the prospect of im- 
pending reflationary measures. 

'The volume of money available for investment is being 
kept on the move by take-over operations and there is now a 
greater incentive for this money to go back into equities. АП 
in all it might well prove to have been a good week-end for 
the stock-market. 


RATES AND PRICES 


Closing prices, Tuesday, August 29th, 1967 


Tax Reserve Certificates: Companies 3196 (24/6/67); 
24% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


. Bank Rate а 
Jan. 3, 1953 .. a BA July 14, 1966 .. 7% 
Feb. 27, 1964 .. у Jan. 26, 1967 .. .. 64% 
Nov. 23, 1964 г 202 Mar. 16, 1967.. - 6% 
June 3, 1965 6% May 4, 1967 . 52% 
- Treasury Bills 
June 23 £5 55 боодф Јиау 28 .. £s 6s то:694% 
June30 .. £5 5s богаў | Aug.4 .. £s 6s то'624% 
July 7 . £5 65 2:944% Aug. 11 .. £5 6s 10:564% 
July 14 .. £5 6s 1023d9$ Aug. 18 .. £5 5s 10°85d% 
Julyz1 .. £s 6s rood% Aug. 25 .. £5 55 9°964% 
` Money Rates 

Day to day .. 3í-si* Bank Bills 
7days .. . 31-5194 2 months 53-55% 
Fine Trade Bills ` 3 months .. 54-57% 

3 montks 64-7% 4months .. 5385-5690 

4 months 64-72% 6 months .. 54-5 9% 

6 топ 3. 62-74%, . 

_ Foreign Exchanges 
New York 27818 Frankfurt ` К 11:15 
Montreal .. 2°99 4 Milan  .. 17355 
Amsterdara 1001 Oslo 19:91 
Brussels .. 138-26 Paris 13°66 
‘Copenhagen 19:53 Zürich 12'094% 
Gilt-edged 

Consols 4% 58% Funding 6% 1993 .. 88% 
Consols 24% 37 Savings 3% бо-7о.. go 
Conversion 3590 зо ха Savings 3% 65-75.. 76% 
Conversion 5% 1971 951 Treasury 64% 1976 99 
Conversion 52% 1974 93% Treasury 34% 77-80 76% 
Conversion 6% 1972 98% Treasury 34% 79-81 42% 
Funding 35% 99-04 57% Treasury 5% 86-89 81 
Funding 4% 60-90 97k , Treasury 54% o8-12 81 
Funding 54% 78-80 87% Treasury 24% . 36%ха 
Funding 51% 82-84 87% , Victory 4%.. De ost 
Funding 52% 87-91 89 "War Loan 34% .. 511 
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For Filing Drawers 


FILING is generally regarded as one of those annoying 
necessities that have to be tackled by every business. 
Letters and memos, articles and information, bills and 
accounts all disappear into filing cabinets, sometimes to be 
forgotten, but more often for future reference. How, though, 
do you file an engineer's drawing, for example? Fold it and 
risk damage to it or roll it up into a tube so that it becomes 
permanently rolled? 

Roneo's answer is the Vertical Planfile. This is a steel 
chest with hinged front and lid panels. The drawings are 
filed on end on a base of polythene foam. When the front 
panel is pushed back, wavy dividers compress to hold the 
drawings firmly and safely. 

The Planfile comes in three sizes for antiquarian, double 

elephant and imperial paper sizes, but the depth, 18 in. 
stays the same ~ sufficient to hold up to 1,500 drawings. 
. The dividers are adjustable for the correct compression 
by moving the rear divider accordingly. Half-size drawings 
аге accommoda:zed by the use of a telescopic bar which fits 
down the centre, back to front. Other fittings include 
planfile separators, indexing facilities and wallets. 

Roneo Ltd, Roneo House, Lansdowne Road, Croydon, 
Surrey. 


"Turnround' Document System 


A COMPLETE 'turnround' system using a magnetic 
character printer with a document reader is now available 
from De La Rue Bull for its GE-115 and GE-400 series 
computers. 

With the new system, users can, for example, print bills, 
send them to customers, and, after their return, have them 
read back direct into the computer for account updating. 
The same document is used throughout the cycle. Docu- 
ments may be printed with one or two lines of magnetic 
characters (CMC 7) or marked in any of 480 positions 
(48 ten-row columns). Reading speed is up to 650 docu- 
ments per minute. 

The magnetic character printer has a character set made 
up of fifteen CMC 7 characters and symbols, and forty- 
eight of the standard GE-400 characters. Printing speed is 
up 10.730 lines a minute, depending on whether the mag- 
netic or standard characters - or a combination of both – 
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are required. A dual paper feed i is available as an option. 
With it, documents of different format can be printed side- 
by-side at different speeds. 

Both input and output are legible with the naked eye: 
the bar formation of the СМС characters is specially 
designed fór easy тин and high-speed printing. 


Five New Computer Systems 


BURROUGHS has announced two models of the fare: 
scale B7500 electronic data processing system and three 
new models of the B65oo. АП five models employ mono- 
lithic integrated circuits throughout in the central pros 
cessors. 

The new systems provide ascending choices of processing 
speed and power, and options of either magnetic core 
memory or ultra-fast thin film memory. Thin film main 
computer memory, developed and manufactured by the 
company, can access 48 bits of data in 300 nanoseconds 
(ie. зоо thousand-millionths or o:0000003 of a second). 
Fast "magnetic core memory can access 48 bits of data in 
600 nanoseconds. 

The B6soo and B7500 can accommodate more than 
two thousand remotely-located communications devices, 
such as teletypes, input and display units, or other input/ 
output equipment in a time-sharing situation, and simul- 
taneously be processing several other independent pro- 

mmes. 

The Вб5оо and B7500 systems are designed for business 
and scientific users who require continuous multi-process- 
ing, time-sharing, remote communications and real time 
processing as normal methods of operation, in addition to 
conventional ‘batch’ processing of jobs. 


Direct Accounting Computer 


А VISIBLE-RECORD computer system -the E.4000 direct 
accounting computer – recently introduced into the United 
Kingdom by Burroughs is.claimed to be among the 
most flexible of the company’s range of smaller com- 
puters. 

Tke new computer can process a complete range of. 
accounting applications and up-to-the-minute management 
reports at high speeds. It thus bridges the gap between 
direct-entry, visible-record machines and larger-scale 





Burroughs E. 4000 Computer. 
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computer systems. Operating speeds, it is said, аге com- 
parable with many larger-sized data processing systems. In 
the space of one minute, the E.4000 can perform as many as 
60,000 additions or subtractions, 3,300 multiplications, or 
2,700 divisions. А. comprehensive program involving over 
300 steps will be executed in less than one second. Print-out 
of 200 memories can be achieved in under ninety seconds. 
‘The computer is particularly suited to applications which 
involve a large number of sub-routines. With a payroll, for 
example, all the calculations for each employee — Gross, 
P.A.Y.E., G.P.S., and coin analysis — are performed within 
milliseconds enabling results to be printed out without a 
pause. Whether the payroll is small or involves 3,000 em- 
ployees, the same high rate of productivity is maintained. 
Апоћћег major feature of the computer is its ability to 
maintain up-to-date visible-record files with minimum effort 
and maximum speed. In the past many customers have been 
reluctant to graduate to computers because they would not 
be able to preserve their visible records. With the E.4000 
these visible-records can not only be maintained, input data 
can be prepared and sorted off line, then read into the 
computer automatically to give high speed posting. 


New Scottish Computer Centre _ 


TO provide a wide range of services throughout Scotland, 
a new computer centre is being set up in Glasgow. Details 
of the centre and its facilities were recently given in 
Glasgow when the formation of Scottish Computer Services 
Ltd was announced. 

'The company is a joint venture of the international 
Stenhouse group of insurance broking companies and a 
Scottish firm of Management Consultants which operates in 
association with chartered accountants in Glasgow, Edin- 
burgh, Dundee and other centres. While basically a service 
bureau, the new company will also carry out research into 
the most effective industrial and commercial uses of com- 
puters and will conduct training seminars for management 
and senior staff. 

In addition to the processing of customers' data the 
centre will provide a comprehensive service including 
systems analysis and design and the preparation of com- 
puter programs. 


. Scottish. Computer Services Ltd will lease from the. 


Stenhouse Group a Honeywell 200 computer which is 
already fully operational. ‘This will, however, in due course, 
be replaced by a larger on-line real-time computer with 
facilities for direct line link up with user concerns. 
Experience to date has indicated the difficulties, heavy 
cost and frustration of setting up and operating a computer 
organization within a company. The centre will remove 
these worries and enable the clients to enjoy the benefits of 
automatic data processing at a considerably lower cost than 
would be possible by acquiring their own computer. 
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A feature of the new Imperial 660 electric typewriter is that it has 
been designed to allow the typist to sit in a natural and com- 
fortable position. Other features include an auto-feed ribbon 
loader, a magic margin control, contoured keys making it im- 
possible for fingers to fumble or slip and a touch control which can 
be adjusted to suit any individual. 

The new 660 which is available in four carriage Jengths and in 
three colours (arctic white, persian green and tropic blue) sells at 
prices ranging from £173—£201. 


Packaging Company Goes Electronic 


AN NCR соо magnetic card computer is to handle the 
general accounting and payroll work of John Dale Ltd, the 
member-company of the Metal Closures Group responsible 
for the output of a very wide range of metal and plastics 
containers and ancillary products. 

'The computer will be used for invoice and sales ledger 
processing, purchase and sales analysis for both John Dale 
Ltd and its associate company, John Dale (Foundries) Ltd, 
which is based at London Colney, Hertfordshire. In addi- 
tion, it will produce the weekly payroll for the 1,000 em- 
ployees of John Dale Ltd based at New Southgate. 

Data on the computer is recorded on dual-purpose cards 
carrying printed entries on one side and magnetic data on 
the other. These provide visible accounting records in a 
form that can, without modification, be input to the com- 
puter. Programs are stored in the machine's ferrite core 
main memory and automatically modified, where necessary, 
while work is in progress. The numerical keyboard accepts 
both sterling and decimal figures. 

The ramifications of the company's container production 
involves 2 complicated accounting structure, and the 500’s 
main memory will be able to accommodate all the programs 
needed for the varied work. 





Telephone Victoria 2002 (3 lines) 
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Filing System Returns 


VETRO MOBIL, the vertical suspension filing system, 
is once again available in the United Kingdom after an 
absence of almost two years. It was first introduced to 
Britain just over twenty years ago, since when many 
millions of folders have been sold. Vetro Mobil enjoys 
world-wide sales and it is estimated that over one hundred 
million are in use at the present time. The sole manu- 
facturing rights have been granted to T.B.S. (South 
Wales) Ltd, who manufacture filing systems and steel 
office equipment in their factory at Glamorgan. 

The V-M folder is made from a high grade of green 
manilla chosen for its hard-wearing qualities. Both a 
standard and a bulk capacity folder are available. The 
former takes care сЁ the normal filing and the bulk capacity 
folder with its 1} in. flat base takes care of bulky contents; 
these folders can be inter-mixed. 

Metal runners are securely clamped to the folder; the 
front and back runners are identical and a tab can be fixed 
to either. On each runner there is a row of five and a row 
of ten location holes for the metal tabs. Five positions are 
for the 23 in. wide tab; ten positions for the 1+, in. tab. 
The. new tabs are of the snap-on variety and they can be 
used in conjunction with each other. 

Vetro Mobil tabs consist of a metal tab, title strip and 
transparent shield. The title strips will take five lines of 
typing and are adequate for most needs. For numerical 
indexing or indexing not requiring much information to be 
shown on the tab, the ту in. wide tabs are more than 
adequate. 

Made to convert filing cabinets with low-sided drawers 
to a suspension filing system is a chassis of one-piece 
construction; this is simply placed in the filing-cabinet 
drawer and kept in place by two finger-tight bolts. However, 
with Triumph filing cabinets which have high-sided 
drawers, chassis are not needed. 

Т.В.5. (South Wales) Ltd, Triumph Works; Merthyr 
Tydfil, Glamorgan, S. Wales. 


Compatibility Computer for G.L.C. 


ТНЕ Greater London Council is to install a British 
computer - an English Electric System 4-50 - in the 
autumn of next year alongside the American machines 
which it has had up till now. 

The data format used in the System 4-50 - that is, the 
layout of information on such devices as magnetic tapes 
and replaceable discs -is in line with the latest international 
standards and internal instruction and information formats 
are also compsztible. This means that work now being 
dealt with on the American machines could, of course, be 
readily transferred. 

The work that the G.L.C. is finding for computers is 
expanding all the time in areas beyond the initial financial 
applications that are common to all local authority work.’ 
It is now doing a considerable amount of planning work 
using its computers as models to test out traffic planning and 
to simulate many other complex problems. Notwithstandiag 
this, the specific work for the new computer is still being 
defined in detail, but it is proposed initially to use it for 
work on extra payrolls that have still to be computerized 
and for housing costing and housing accounting for the 
maintenance of over two hundred thousand homes. 

The configuration ordered consists of a 4-50 central 
processor with r3rK store, a card reader, a card punch, a 
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paper tape reader, two 750 lines-per-minute printers, four 
magnetic tape units and three random access disc units. It 
is likely to be installed in the G.L.C. headquarters at 
County Hall, though inere is a possibility that a new 
fpurpose- -built home’ will be provided for it. 


Counting Coins 


ТНЕ Perconta ZM range of coin-counting machines now 

sing marketed in the United Kingdom by Omser Ltd, 
от Manchester, allow manual or electrical counting of 
coins at rates up to 2,100 a minute. 

The machines, which are portable, count coins into 
money bags and are fitted with a sorting device that 
separates undesired coins before they reach the counting 
device. Totals are shown visibly on a six-figure number 
box and a batching key is provided to allow з six different 
batching combinations to be obtained. 

Both the ZM and ZME models are similar in appearance, 
the manually operated model having а maximum output of 





The Perconta ZM Counting Machines. The manually operated 
model is on the left, and the electrically operated model on the 
right. 


1,500 coins a minute. The electrically operated model has 
an output of 2,100 coins a minute and can be equipped 
with a foot release to facilitate speed in batching. 

Тће coin bags are held on to the chute by a strong clip, 
but can be easily released. A high standard of finish is 
common to both machines and the coin tray has large 
capacity. 

Price: £206. 

Omser Ltd, 68 Mulberry Street, Manchester 15. 


Computing Power for Cardiff 


THE inauguration last month of an ІСТ 1902 computer 
ir. the Cardiff City Treasurer and Controller’s Department 
marks a significant step forward for an authority that 
pioneered electronic data processing in Wales. 
Three-quarters of the computer's time will be occupied. 
ir. providing a fully integrated financial information service. 
This will include paying 5,000 invoices each week, collecting 
rztes from 90,000 householders, controlling 50,000 stores 
items and running payrolls for 17,000 employees. The. 
computer will also summarize the results of its operations, 
comparing estimated and actual data and keeping тапаре- 
ment posted on matters which need attention. 
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PROFESSIONAL NOTICES 


Messrs Down, Кпмев & Co, 
Chartered Accountants, announce that 
Mr I. W. FAWKNER, F.c.A., who has 
been a partner of the firm for many 
years, retired on August 31st, 1967, to 
take up an appointment in industry. 
The practice is being continued by the 
remaining partners, Messrs А. N. 
HARPER, F.C.A., T. А. А. KILNER, F.C.A., 
С. А. М. Сохе, А.с.а., and W. R. 
PACKER, МА. F.C.A, from their 
present address at 22 City Road, 
London ЕСт. 


Messrs FREEMAN, BREAM & Co, of 
Leicester announce the retirement 
from the partnership of Messrs L. 
FREEMAN, E. Bream and 5. 
Jounson with effect from September 
30th, 1967. On October rst, 1967, the 
continuing partners, Messrs W. ]. 
Musson and M. С. FREEMAN, will 
join the associated firms of Prat, 
Marwick, MITCHELL & Co, at Leices- 
ter and Nottingham, and Wyxes & 
Co, of Leicester, and the practices will 
be amalgamated. The combined prac- 
tice will be carried on under the name 
of Peat, Marwick, MITCHELL & Co, 
and in Leicester will be conducted 
from the separate addresses of the 
former firms until suitable joint ac- 
commodation is obtained. 


Messrs GRACE, DARBYSHIRE & Topp 
and C. J. RyLanp & Co, Chartered 
Accountants, of Bristol, announce 


that the full amalgamation of the two 
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practices has now been completed. 
From September 11th, 1967, the 
combined firm will practise “гоп new 
offices at 18 Canynge Road, Bristol 8. 
Mr А. Н. MARSDEN, Е.С.А., and Mr 
В. Н. JARRITT, F.C.A., are retiring as 
partners but will continue with the 
new firm as consultants. Mr A. A. 
MILLARD, Е.С.А., formerly the resident 
partner at C. J. Ryzanc & Со, 
Weston-Super-Mare, will not join 
the new firm but will practise under 
the style of А. A. MILLARD & Co, at 
26 Alexandra Parade, Weston-Super- 
Mare. 


Messrs PEAT, MARWICK, IMITCHELL 
& Co (Leicester and Nottingham 
offices) and the associated firm of 
Messrs Wrxes & Co at Leicester, 
announce the retirement from partner- 
ship of Mr R. W. RopWELL with effect 
from September 30th, 1967. The con- 
tinuing partners will be joined on 
October rst, 1967, by Messrs W. J. 
Musson and М. С. Freeman, partners 
in FREEMAN, BREAM & Co, Leicester, 
whose practice will then be amal- 
gamated with those of the above firms. 
The combined practice will be carried 
on under the name of PEAT, MARWICK, 
MITCHELL & Co, and in Leicester will 
be conducted from the separate 
addresses of the former firms until 
suitable joint accommodation is ob- 
tained. 


Messrs Peat, Marwick, M-TCHELL & 
Co (West Riding partnershio), Messrs 
Beevers бё Арсіе and Messrs 
BOTTOMLEY & SmitH (Mr J. S. 
HEATON, F.C.A.), announce that they 
have agreed to merge their practices in 
Leeds, Bradford, Keighley, Cleck- 
heaton, York and Harrogate as from 
October rst, 1967. The combined 
practice will be continued under the 
name of Peat, Marwick, MITCHELL & 
Co at the present addresses, pending 
arrangements for combined premises 
as regards the Leeds and Cleckheaton 
offices. All the former partners of the 
three mergirg firms will continue as 
partners in the combined practice with 
the exceptions of Mr С. RAMSDEN, 
Е.С.А., of Messrs Peat, Marwick, 
MITCHELL & Co, Bradford, and Mr S. 
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WILSON, F.C.A., of Messrs BOTTOMLEY 
& бмітн, who will continue their 
association on a consultancy basis. 


Messrs SHINDLER, GORDON, BRYANT 
& Co, Chartered Accountants, an- 
nounce that they have opened a new 
office at 175 Regent Street, London 
Wi. The resident partners will be 
Messrs. А. S. GORDON, F.C.A., and 
B. А. Levy, A.C.A. Messrs H. 
SHINDLER, Е.С.А., and В. А. BERMAN, 
A.C.A., will remain at 85 Ballard’s Lane, 
London N3. 

Messrs WHINNEY Murray & Co 
and WHINNEY MURRAY Ernst & ERNST 
announce that they have opened two 
offices in the Trucial States; at Dubai 
(P.O. Box 1855) where Mr L. W. 
HOLDEN, A.C.A., is resident representa- 
tive, and at Abu Dhabi (P.O. Box 136) 
where Mr В. В. DAVIES, A.C.A., fills 
that post. 


Appointments 


Mr David W. V. Evison, A.C.W.A., 
chief accountant of Negretti & Zambra 
Ltd since September 1962, has been 
appointed group chief accountant. 

Mr David Е. Jones, A.C.A., has been 
appointed secretary of General Elec- 
trical & Mechanical Systems Ltd. 

Mr R. J. Lawrenson, Е.С.А., has 
been appointed payrolls officer of 
London Transport. 

Mr Alistair J. M. Miller, M.A., C.A., 
has been appointed secretary of 
Newman Hender (Woodchester) Ltd 
and Newman Hender (Trowbridge) 
Ltd. 

Mr N. D. Paget, A.A.C.C.A., has been 
appointed group management account- 
ant of McCorquodale & Co Ltd, and 
Mr R. А. 5. Costin, a.c.a., has been 
appointed accountant of the Wolver- 
ton Branch 

Mr Brian R. Patterson, F.C.A., has 
been appointed commercial manager 
of Alkaline Batteries Ltd. 

Mr D. E. Rackett, А.С.А., А.С.1.5., has 
been appointed to the board of 
Shellabear Price (Holdings) Ltd; he 
will retain his office as secretary of the 
company. 

Mr Reginald Stanley Rowland, Е.С.А., 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 39 years 
of postal tuition experience and over 130,000 passes, it assures your success in all the 
principal Accountancy examinations, and also in Banking, Book-keeping, Civil Service, 
Costing, G.C.E., Insurance, Law, Local Government, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT АНЗ, TUITION HOUSE, LONDON SW19 
Member cf the Association of British Correspondence Colleges 





304 


has accepted an invitation to join the 

board of Trinidad Sugar Estates Ltd. 
: Mr J. C. Stewart, c.a., has been 
appointed a director of George Outram 
& Co Ltd. 


OBITUARY | 
Herbert Charles Lambert, F.C.A. 


We learned with regret of the sudden 
death on August 19th, at the age of 
62, of Mr Herbert Charles Lambert, 
Е.С.А., comptroller of -the Decca 
group of companies and secretary of 
Decca Ltd. 

Admitted to membership of The 
Institute of Chartered Accountants in 
England and Wales in 1928, Mr 
Lambert joined the company as chief 
accountant in 1947. Ten years later 
he was appointed a director of the 
Decca Navigator Co Ltd and Decca 
Radar Ltd, assuming at the same time 
the title of comptroller of the Decca 
Group. In 1962 he became a director 
of the Decca Record Co Ltd. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND 
WALES 
Advanced Teachers’ Course 


Plans are being made for the next 
course designed primarily for teachers 
of accountancy with several years’ 
experience. Arranged by the Educa- 
tion Committee of The Institute of 
Chartered Accountants in England 
and Wales, the course is to be held in 
the new Hall of Residence of the City 
University in Northampton Row, 
London ЕСт, from January and to sth, 
1968. 

All facilities such as lecture rooms, 
syndicate rooms, sleeping accom- 
modation, dining hall and bar are in 
the same building. The course will be 
residential and will be open to Insti- 
tute members and non-members. The 
inclusive fee is unlikely to exceed £16. 

Anyone wishing to reserve a place 
on the course may do so now; reser- 
vations will be acknowledged pending 
the publication cf further details of 
the course and the issue of the applica- 
tion forms in October. 


COMPANIES 
ACT 1967 
EDITION 


. NOW AVAILABLE 
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AUDIT AND STATISTICS 
DISCUSSION GROUP 
The first meeting of the 1967—68 session 
of the Audit and Statistics Discussion 
Group of the London & District 
Society of Chartered Accountants will 
be held on Wednesday, October 18th, 
at 6 for 6.15 p.m. at The Lord Raglan, 
61 St Martin’s-le-Grand, London 
ECz, when there-will be a discussion on 
the subject ‘Is the audi: of transactions 
really necessary?’ led by the Group’s 


‘chairman and secretary, Messrs W. К. 


Williams, F.c.a., and К. A. Sherwood, 

А.С.А. > | 
Further particulars regarding the 

activities of the Group are obtainable 


‘from the secretary, 5 St Alphage 


House, Fore Street, London Wall, 
London ЕС2. 


INTERNAL AUDITING COURSE 


A two-day course on internal auditing 
is to take place at Slough College on 
November 18 and 2nd. The course із 
being held by the College in collabora- 
tion with the London Chapter of the 
Institute of Internal Auditors. Sub- 
jects and speakers will be: 

‘The changing pattern of internal 
auditing’, ‘The management audit’, 
and ‘Internal auditing in practice’, by 
Mr Е. J. Rigg, F.C.A., chief internal 
auditor, Taylor Wcodrow ‘Group 
Ltd. 

‘The internal audit in a computer 
application’, by Mr P. C. Elliott, 
F.C.A., manager, internal audit U.K., 
Shell Petroleum Co L:d. 

"The place of organization and 
methods, by Mr С. C. Purvis, 

о A.LB., senior lecturer, Slough College. 

The course wil also include a 
‘brains trust’ and those taking part 
will be Mr R. À. Brown, assistant to 
U.K. audit manager, Unilever Ltd; 
Mr E. С. D. Evans, в.зс.(Есом.), 
F.A.C.C.A., А.С.1.5., А.М.В.І.М., director, 
accountancy studies, Slough College, 
and Mr E. К. Farmer, F.a.c.c.a., 
senior lecturer at the College. 

The fee for the course is £6 and 
applications. to attend should be 
addressed to the secretary of the 
College, William Street, Slough, Bucks. 


ACCOUNTING REQUIREMENTS FOR COMPANIES 
By FRANK Н. JONES, Е.А.С.С.А., A.C.LS. 


Ап easily read and concise treatment of the accounting requirements cf the 
1948 Act as amended and enlarged to include the many accounting and 
disclosure provisions of the Companies Act 1967. 


BARKELEY BOOK CO LTD, 215 Seabourne Road, Bournemouth 


September 244; 1967 


THE ACCOUNTANTS’ CHRISTIAN 


FELLOWSHIP 
The next monthly meeting of the 
Accountants’ Christian Fellowship for 
Bible reading and prayer will be held 
at 1 p.m. on Monday, September 4th, 
in the vestry of St Mary Woolnoth 
Church, King William Street, London 
EC3. The Scripture for reading and 
thought will be John, Chapter 10, . 
verses 9 to ІІ. 


RECORD OFFICE 
EQUIPMENT EXPORTS 
Exports of office equipment for the 
first half of this year amounted to 
£48,923,000 — an increase of 18 per 
cent for the same period in 1966. Of 
this figure, £42-9 million comprised 
office machines and the remaining 
£59 million were non-machine items 
such as desks, filing cabinets and safes. 
Sales to the Commonwealth totalled 
47,457,000 (£6,360,000), EFTA coun- 
tries £3,242,000 (£2,402,000), E.E.C. 
countries £15,695,000 (£13,693,000) 
while those to other foreign coun- 
tries amounted to £16,265,000 
(£12,502,000). The industry’s best 
individual countries for the period 
were West Germany (£6-9 million), 
the U.S.A. (£5 million) and France 


(444 million). 


CROSSWORD SOLUTION 
The solution to the Bank Holiday 
Crossword, compiled by Mr Kenneth 
Trickett, F.c.A., which appeared in last 
week's issue, is as follows: . 
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AN IMPORTANT NEW BOOK 
FOR MANAGEMENT — RECENTLY PUBLISHED 


FINANCIAL INFORMATION FOR 
EXECUTIVE MANAGEMENT 


ANOTHER BOOK 

IN THE GEE'S 

WORLD MANAGEMENT 
SERIES 


Price 42s net 
43s post free U.K. 


by М. THORNTON, F.C.W.A., А.М.В.І.М., МАЛОМ. 


Efficient Management - that is the great challenge to Industry and 
Commerce and the author has written this book with the object of 
explaining the: development of an efficient financial information service 
for those whose job it is to prepare financial information for executive 
management. 

Of particular value, are over eighty practical illustrations of accounting 
reports, applicable to many types and sizes of business, and based on a 
research project started in 1964 at the Manchester College of Commerce 
where the author is Senior Lecturer in Management Accounting. 

Useful appendices on report preparation, reproduction, the use of 
charts, and the committee system in the interpretation and use of 
information, complete a practical book for the manager and accountant. 

Students studying for examinations in the subject will find the 
contents of this book of assistance particularly for the Joint Diploma 
in Management Accounting Services, administered by the three Insti- 
tutes of Chartered Accountants of the United Kingdom and Ireland, The 
Association of Certified and Corporate Accountants and The Institute 
of Cost and Works Accountants, also for the Certificate in Management 
Information sponsored by The Institute of Chartered Accountants in 
England and Wales, and The Institute of Chartered Accountants in 
treland. 
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To GEE & CO (PUBLISHERS) LIMITED 
151 Strand, London WC2 E 
Telephone 01 — 836 0832 


Please send.......:..copy(ies) of FINANCIAL INFORMATION FOR EXECUTIVE MANAGEMENT, 


by №. Thornton, at 43s post free in U.K. : 

МАМЕ: | али RR dae a rS (duda a sev deese sd e deese asia tees Saad oe Bes acres EE 
(Block letters please) 

ADDRESS cr a e tns ra desee ree etes t eV eme d eeu qid и ТСЕ 
(Block letters please} Р М 

Remittance Ё is enclosed. Date: vies раныя 
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.. Youdon't 
have to he stodgy 
to he safe. 


If ycu're thinking of збе your money into а building society, 
you're obviously not looking for a glamorous, exciting investment. 
It's blue chip security you're after — and quite right too! 


You know that your money's safe in a building society . . . . 


not only because that's how the good ones operate anyway, 
but because a whole lot of Government safeguards exist to protect 








your investment. 


Bites 
Solid. Safe. Respected. Respectable. 
How do we convince you that these old-fashioned virtues aren't 


. necessarily synonymous with old fashioned methods and attitudes? 


By telling you that we were the first 
building society to install a computer? 


By pointing to our growth record? : K 
Words, words, words! Leicester Permanent 
Building Society 


All we can hope is that 
you'll look us up when 
you've got money to invest. Member of the Building Societies Association 


Head Office: Oadby, Leicestershire + London Office: 49 Park Lane, NV.1* City Office: 66 Gresham St., E.C.2 
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Keep abreast 


of accounting developments 


One in a series of advertisements designed to remind members and non-members 


of the extensive facilities available. 


ON AUGUST 4th, 1967 — the same day that the Companies Act 1967 was published by the Stationery 
Office — the book Guide to the Accounting Requirements of the Companies Acts 1948—1967 appeared. 


It was published by Gee & Co (Publishers) Limited for the General Educational Trust of The Institute of 
Chartered Accountants in England and Wales. This timely reference work is an indication of the publication 


services to members and non-members provided by 


The General Educational Trust of 


The Institute of 


CHARTERED ACCOUNTANTS 
їп England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 





Among numerous other publications available аге: 


THE MANAGEMENT INFORMATION SERIES 
Published by the General Educational Trust of the 
Institute. (10s each.) 


© Business planning and control 
€ Research and development — the key to future profitability 
€ The case for marginal costing 
Ф The use of ratios in the study of business fluctuations and trends 


€ The preparation of interim accounts for management in the 
smaller manufacturing concern 


€ Management information and statistical method 


€ Improving the efficiency of an accounting department 
and available shortly : 


€ The computer as an aid to management 





THE PRACTICE ADMINISTRATION SERIES 
Published by the Institute. (55 each.) 


€ The development of an accounting practice 

Professional practice insurance 

Provision for retirement 

The constitutional arrangements of an accountant's practice 
The organization of a practising accountant's office 

Mergers and associations of professional firms 


Towards better fees 


Controls for the effective use of time and the keeping of time 
records 


© A practitioner's own taxation problems 


€ The selection, training and management of staff 


Further titles in the series to be announced shortly. 
Remittance to be sent with order. Cheques made payable to the respective publishers. 
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New Fashions in Paris 


А this time when the Ninth International Congress of Account- 
ants is in session in Paris, we welcome the opportunity of 
reproducing in our columns the text of a paper on French cor- 
porate tax reform and treatment of dividends reviewing the 
weight of the contribution by various forms of taxes and the con- 
sequent scope for favourable modifications. Thus the difficulties 
of enforcing an effective contribution from farmers and other 
small entrepreneurs are clearly brought out in the statistics which 
the author, М L. Corcnarp, Treasurer of Esso, France, has 
assembled. 

Inevitably it will be asked how the French reforms of 1965 
compare with those introduced into the United Kingdom system 
at that time, with particular reference to the problem, common to 
all fiscal systems, of the correct tax relationship between company 
and investor. The problem presents itself mainly under the two 
aspects of withholding taxes and credits, basic features cross- 
cut by the need to restrict actual credits and create fictional ones. 

An important psychological move has been made through the 
elimination of the 24 per cent withholding tax in the case of French 
investors. It occurs to us that for small savers there is no valid 
argument for insisting on deduction of tax at source from the 
dividends paid to them since the machinery exists to dispense 
with this procedure, e.g. for selected overseas investors in United 
Kingdom companies. Putting aside the limited field in which 
public ownership may or may not be enforced, it appears urgently 
necessary to strengthen national ownership of the means of pro- 
duction through individual shareholdings in the major public 
companies. This need not be a matter of xenophobia but rather of 
restoring a sense of personal participation in the otherwise remote 
industrial and commercial units of the economy. 

Indeed the time may well be ripe to extend to small equity 
holdings a form of savings relief equivalent to life assurance relief — 
perhaps the spur to expansion of private enterprise in the United 
Kingdom now most opportune — just as French companies have 
been found to merit fiscal encouragement. It is significant that 
the French reforms accord relief from corporate profits tax 
in respect of shares distributed to workers. More immediate 
importance attaches to the personal credit amounting to 50 per 
cent of the net dividends received. 

In this connection the problem of a chain of companies is 
resolved by a ‘leapfrog’ method (illustrated in Figure 7 of the paper) 
which restricts the benefit of a credit emanating from a subsidiary 
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to the ultimate (French) individual shareholder. It is an 
interesting fact that the reform follows the lines of the 
former United Kingdom system in permitting a refund 
to the individual of any unutilized credit, in contrast to, 
say, the Canadian system, which did not contemplate 
repayment of any underlying company tax. 

However, there will be no turning back to the pre- 
1965 United Kingdom tax system, having regard to the 
more intricate pattern of investment and the intractable 
problem of inter-company dividends. The new French 
measures appear to overcome these difficulties through 
recourse to the précompte tax imposed in the absence 
of a fund of taxed profits, not unlike the Schedule F 
charge on certain distributions. 

The précompte lacks some of the characteristics of a 
withholding tax but it is fortunate that the French 
authorities have agreed to treat it as such so far as con- 
cerns double taxation agreements. However, the in- 
direct credit is not to be available to non-residents. 

The comments with regard to treatment of capital 
gains make interesting reading. It seems that as time 
goes on the emergence of chargeable gains will provide 
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a strong incentive to the securing of roll-over relief by 
prompt reinvestment, however inappropriate on com- 
mercial grounds. Any enterprise which can be accom- 
modated within the ambit of the existing business is 
likely to serve as a temporary funk-hole and perhaps a 
market will spring up for self-sufficient units to serve 
this purpose. 

The recent supersession in the United Kingdom of 
subvention payments by group relief reflects continuing 
concern with the essential unity of a group. Neverthe- 
less relief is often absent for losses of overseas sub- 
sidiaries not fulfilling the requisite conditions of 
ownership or control For this reason initial (loss- 
making) operations abroad are often conducted by a 
United Kingdom company through a branch, to be 
converted into a local subsidiary exempt from United 
Kingdom tax when the profit-making stage is reached. 
In extending their territorial limits the French reforms 
look to the results shown by consolidated accounts as a 
means of achieving fair play. This device seems to 
offer interesting possibilities for the next stage in the 
evolution of group tax responsibilities elsewhere. 





COMPANIES ACT 1967 


Directors' 
Reports — 11 


DONATION to charity is ultra vires the directors’ 

powers unless specifically authorized by the memo- 
randum and articles of association or is made in 
furtherance of the company's business, and the same 
applies to contributions for political purposes. But the 
law is clear on the point that a company can confer a 
benefit on its shareholders or its employees or even an 
outside body, such as a charity, so long as the benefit 
is justifiable in the interests of the company, which 
means not the interests of the majority of the share- 
holders nor even of all present members, but of all 
present and future members taking a long view. 

Now, under section r9 (т) of the Companies Act 
1967, if a company which is not a wholly-owned sub- 
sidiary of a company incorporated in Great Britain 
gives more than {50 in a financial year for political 
purposes or charitable purposes or both, the directors' 
report for that year must state the amount of money 
given under each head. In the case of political purposes 
the report must also state the name of each person to 


whom more than {50 has been given for those purposes 
and the amount, and the identity of the political party 
to which more than {£50 has been given and the 
amount. The expression ‘wholly-owned subsidiary’ 
means (as it does in section 150 (4) of the Companies 
Act 1948) a company which has no members other 
than the holding company, the holding company’s 
wholly-owned subsidiaries and its and their nominees. 

Section 19 (2) applies similar provisions to a com- 
pany which at the end of the financial year has sub- 
sidiaries which have in the financial year given money 
for political or charitable purposes or both, but the 
company itself is not the wholly-owned subsidiary of 
a company incorporated in Great Britain. In such case, 
where the amount of money given by the company and 
the subsidiaries between them exceeds £50, the 
directors’ report must give the same information, so 
far as applicable, as is required by section 19 (1). 

In the case of money given for charitable purposes, 
there are three instances in which the section does not 
bite: (i) where the total sum given in the financial year 
does not exceed £50; (ii) where the person to whom 
the money was given for charitable purposes was, at the 
time when it was given, ordinarily resident outside the 
United Kingdom (subsection (4)); and (iii) where 
the charitable purposes are not ‘exclusively charitable’ 
within subsection (5), as where an organization exists 
for purposes some of which are directed to the benefit 
of the community or a section of the community, while 
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others benefit private individuals such as the employees 
of a particular company. 


In the: case of political purposes it is immaterial: 


whether the money is given directly or indirectly to a 
national political party or a local branch of a national 
party or some purely local or regional party, provided 
it has a political purpose. But where money given for 
political purposes is given to a person other than the 
political party itself that person must, to the know- 
ledge of the company, be carrying on or proposing to 
carry on activities which can, at the time when the 
money is given, be reasonably regarded as likely to 
affect public support for a political party. Thus, if a 
company knows when it gives money to a person that 
he is carrying on or proposing to carry on political 
activities, but unreasonably regards its donation or 
subscription as unlikely to affect public support for a 
political party and so omits to include the money (if 
more than £50) in the directors’ report, it will be in 
breach of the section. While the knowledge of a per- 
son’s activities is that of the company (which can be 
inferred, if necessary, from surrounding circumstances) 
the test whether the-contribution will affect public 
support for a political party is not necessarily the 
opinion of the company but rather the opinion of the 
average ‘reasonable’ man. 

Section 20 of the 1967 Act must be read with the 
new paragraph 13A of Schedule 8 to the 1948 Act 
which requires turnover to be stated in a note to the 
profit and loss account, if not otherwise stated, unless 
(i) the business consists of banking or discounting or 
such other class as may be prescribed, or (ii) the com- 
pany is neither a holding company nor a subsidiary 
and its turnover for the financial year does not exceed 
£50,000. If a company falls within paragraph 13A 
and does not have subsidiaries, and its business соп- 
sists in or includes the supplying of goods then, unless 
the turnover does not exceed £50,000, the directors’ 
report must state the value of the goods exported from 
the United Kingdom during that year, and if no goods 
have been exported must state that fact. 

If at the end of the financial year the company does 
have subsidiaries, then the directors’ report must give 
the same information in respect of. the exports of the 
company and each of its subsidiaries unless: (i) neither 
the business of the company nor that of any of its sub- 
sidiaries consists in or includes the supplying of goods; 
or (ii) the turnover for the group if it prepares con- 
solidated accounts does not exceed £50,000; and (iii) 
neither the company nor its subsidiaries have exported 
any goods, in which case the directors’ report must 
include a statement to that effect. Section 20 does not 
apply to goods exported by the company as agent for 
another ‘person’ which, by reason of the Interpretation 
Act 1889, includes another company. And the informa- 
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tion as to exports need not be shown in the directors? 
report if the directors satisfy the Board of Trade that 
it is in the national interest that the information should: 
not be disclosed. 

None 2f the sections 16 to 20 (both inclusive) of the 
1967 Ас: applies to a directors’ report attached to a 
balance sheet of a company laid before it in general 
meeting in respect of a financial year ending before 
that section comes into operation. By virtue of section 
57 (1) (5) all five sections come into operation оп 
January 27th, 1968. 

Section x57 (3) of the 1948 Act imposed penalties 
for failure to comply with section 157 (1) of the Act, 
which still stands, and requires a directors’ report to 
be attacked to every balance sheet laid before a com- 
pany in general meeting. But section 157 (3) has been 
repealed by Part III of Schedule 7 to the 1967 Act and 
has been re-enacted by section 23 of that Act in similar 
terms except that (1) it imposes penalties for breach of 
both section 157 (x) of the 1948 Act and the require- 
ments of the 1967 Act relating to directors’ reports, 
and (ii) does so for failing to take all reasonable steps. 
to secure compliance with the relevant provisions where- 
as the corresponding words of section 157 (3) required 
a director to take all reasonable steps fo comply with 
the provisions of section 157 (1). 

Section 23 of the 1967 Act provides that a director 
who fails to take steps to secure compliance with the 
relevant provisions will, in respect of each offence, be 
liable on summary conviction to imprisonment for a 
term not exceeding six months or to a fine not exceed- 
ing £200. But as under section 157 (3) of the 1948 Act, 
it will be a defence for a director to prove that (a) he 
had reasonable ground to believe, and (b) did believe 
that a competent and reliable person was charged with 
tbe duty of seeing that the statutory provisions were 
complied with and that such person was in a position 
to-discharge that duty. Moreover, a person is not to be 
sentenced to imprisonment for an offence relating to 
directors’ reports unless in the opinion of the Court. 
dealing with the case the offence was committed wil-. 
fully. A person is not guilty of wilful negligence unless 
he knows that he is committing and intends to commit 
a breach of his duty or is recklessly careless in the sense 
of not cazing whether his act or omission is or is not a 
breach of duty (per Warrington, L.J., in Re City 
Equitable Fire Insurance Co Ltd ([1925] Ch. 407, 523)). 

In the new provisions relating to directors' reports 
the word ‘wilfully’ will have the same well-established 
meaning. Breach of the statutory requirements relating 
to .directors’ reports is a summary offence. Under 
section 104 of the Magistrates’ Courts Act 1952, 
information must be laid within six months from the 
time the offence was committed, but section 49 (3) 
and (5) of the 1967 Act provides that notwithstanding 
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anything in section 104 of the 1952 Act, in England 
and Wales an information relating to an offence under 
the 1948 Act or Part I of the 1967 Act (which contains 
the provisions relating to directors’ reports) may be 
laid at any time within three years after the commission 
of the offence and within twelve months after the date 
on which evidence sufficient in the opinion of the 
Director of Public Prosecutions or the Board of Trade 
to justify the proceedings comes to his or their know- 
ledge. A certificate of the Director of Public Prosecu- 
tions or the Board of Trade as to the date on which 
sufficient evidence for a prosecution comes to his or 
their knowledge is to be conclusive evidence. 

These provisions are similar, in effect, to section 442 
(1) and (2) of the 1948 Act, and as before the twelve 
months period does not extend the three-year period 
but falls within it; so that proceedings cannot be taken 
in any event more than three years after the commission 
of the offence, but may not be taken within three years 
if commenced more than twelve months after sufficient 
evidence for a prosecution came to the knowledge of 
the Director of Public Prosecutions or the Board of 
Trade. The whole of section 442 of the 1948 Act is 
repealed, and if an offence was committed before 
section 49 of the 1967 Act came into operation, 


section 49 is not to apply if the time otherwise. 
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allowed for taking proceedings has already expired. 

Section 158 of the 1948 Act confers on members of a 
company, holders of debentures of a company and 
persons who, though not members or debenture- 
holders, are entitled to receive notices of general 
meetings, the right to receive copies of the balance 
skeet and auditors’ report. Section 158 itself does not 
include the directors’ report because it refers to the 
balance sheet ‘including every document required by 
law to be annexed thereto’ and section 163 of the 1948 


· Act specifically provides that references in that Act to 


a document annexed or required to be annexed to a 
company’s accounts do not include the directors’ 
report or the auditors’ report. Section 24 of the 1967 
Act, however, now provides that section 158 of the 
1948 Act is to have effect as if references to the auditors’ 
report (which is included in section 158) included. 
references to the directors’ report. 


CORRECTION й 


In the first part of this article in last week's issue at page 
278, col. 2, line 30, we said that the directors’ report must 
state ‘the names of the persons who at the end of the 
financial year were directors of the company’. This should 
have read ‘the names of the persons who at any time during 
the financial year were directors of the company’. 





Current 
Affairs 





Second Report from Prices and incomes 
Board 


Few people will disagree with the general tenor of 
Mr Aubrey Jones’s remarks on the prospective price 
increases for gas, which coincided with the public 


announcement of substantial increases in electricity ` 


prices. The publication last week of the second general 
report of the National Board for Prices and Incomes, 
and the accompanying Press briefing, provided a most 
opportune background to this controversy over the 
pricing policies of the nationalized industries. The 


general report of the Board is critical of the way in 
which those industries, which are the direct respon- 
sibility of Government departments, have hitherto been 
sheltered from the Board’s investigations. 

The report makes it clear that the Board are much 
more concerned with the apparent inability to restrain 
inflationary price increases than with the limited 
success of the incomes policy. The Board also draws 
a:tention to the dangers which they feel stem from an 
explanation of inflation solely in terms of excess de- 
mand. These are that employers are satisfied merely to 
bid, one against the other, for labour instead of seeking 
to utilize their existing labour force more efficiently. 
The second danger arises from the expanding unioni- 
zation among white collar workers, together with close 
international contact between particular groups of 
workers such as the seamen and airline pilots. The 
Board believes that the contribution to inflation of such 
institutional factors is growing. 

In contrast with the widely held view that wage 
increases promote price increases, the Board asserts 
that on past experience price increases promote wage 
claims. This is particularly the case with price in- 
creases in the public sector which, by their very nature, 
exert a greater impact on the public’s mind than the 
more selective price increases in the private sector. This 
point is well borne out by the banner headlines in the 
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Press announcing the latest increase in electricity 
prices. The Board, not unreasonably, inquires whether 
the inflationary consequences of borrowing to meet 
operational deficits might be rather less than allowing 
prices to increase. 


Move to Reflation 


pue easing of the hire-purchase controls on con- 
sumer durable goods announced last week represents 
the Government's latest efforts to revive the flagging 
economy. The main emphasis is in the field of house- 
hold goods, including cars, where consumer expendi- 
ture has slackened considerably. Тће minimum deposit 
on cars is reduced from 30 to 25 per cent; on furniture 
from 20 to 15 per cent, and on radio and TV sets from 
33% to 25 per cent. The maximum repayment periods 
are increased from 30 to 36 months for vehicles and 
from 24 to 30 months for other goods. In the case of 
hiring agreements, the advance rental payable based 
on the number of weeks charged has been reduced: 
in the case of cars, from 32 to 26 weeks. 

The reactions of industry have been less than 
enthusiastic, and it remains to be seen whether the 
latest concessions will in fact revive consumer spending. 
There is a very real danger that there may be a shift 
in the pattern of consumer expenditure, rather than 
any reduction in current personal savings as such. 

Тће Government was no doubt gratified that ster- 
ling remained relatively unaffected by the announce- 
ment. On the other hand it is early days, and much will 
depend on the impact the concessions make in 
stimulating expenditure and reducing unemployment. 
By themselves it is unlikely they could generate sufi- 
cient inflationary pressure to affect sterling adversely. 
Pro tanto, it seems improbable that the concessions 
can greatly reduce the level of unemployment, although 
any reduction in this respect would be welcome. 

Although the changes can hardly be ascribed to the 
latest Cabinet reshuffle, what is abundantly clear is that 
the new Minister for Economic Affairs and the Prime 
Minister still have plenty left to do before the economy 
achieves a new phase of growth. The truth of the 

matter is that while the Government may be able to 
` assist in strengthening the economy, the real need is 
for a revival of key export markets for industrial goods. 


Big Business 


A the latest report is only the third in the 
series, The Times annual survey of Britain’s top 
companies has established itself as an interesting 
addition to investors’ statistical lore. The new figures 
produce no major changes. The first six places in the 
rankings are unchanged, with Shell Transport, І.С.І. 
and B.P. occupying the first three places by reference 
to capital employed. 

Ranked by net profits, before interest and tax, B.P. 
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take the premier place followed by Shell. British 
American Tobacco just pip І.С.І. for third place. The 
largest proportionate increase in profits in the past 
year was achieved by the Rank Organisation. The past 
year was a profitable one for the oil companies, but the 
steel and motor companies did badly. 

Interest in these figures, quite apart from the rank- 
ings by reference to particular characteristics such as 
capital employed, market capitalization of the equity 
interest, turnover or the number of employees, depends 
on the extent to which the data can be used to assess 
operational efficiency. In this respect, as the compilers 
of the tables admit, the rankings are of limited value. 
In their own words, they are essentially descriptive. 

How, for example, can one compare the low profits 
per employee in.a labour-intensive industry, such as 
the distributive trades, with industries which are 
capital intensive, such as oil, in which the rate of return 
per employee is strikingly high? Nevertheless, one 
should not be ungrateful for these limited but neverthe- 
less extremely interesting compilations. The average 
investor, with a little patience, can learn quite a lot 
from the study of such figures. 


Company Reports Analysis 


ae latest official analysis of public company 
reports, relating to the second quarter of 1967, does 
not suggest that the state of the economy is any different 
from thcse of the last two quarters. Thirty per cent of 
the 702 accounts analysed by the Board of Trade 
Statistics Division gave turnover figures. These in- 
dicated that turnover between 1965 and 1966 rose by 
only 4 per cent. Not unexpectedly, in the light of these 
figures, trading profits of this group were only margin- 
ally — т per cent — higher. 

The main interest in the latest analysis stems from 
the change from the former system of initial and annual 
allowances to the new system of investment grants. 
This has made easier the comparisons of company 
accounts. Nearly half the total sample explicitly in- 
corporated investment grants in their accounts and the 
majority of those deducted the value of the grants from 
the expenditure on the relevant fixed assets. Rather less 
than 100 companies showed fixed assets at cost before 
deducting the value of the grants which were included 
under reserves transferred to the profit and loss 
account. 

Gross trading profits of the 702 companies in the 
aggregate amounted to £1,300 million and were 1 per 
cent lower than for the same companies in 1965. The 
incidence of the accounting dates is such that nearly 
two-thirds of the sample reflected the results of 
operations during the calendar year 1966. The sample 
of companies analysed in the preceding quarter ex- 
perienced a 7 per cent fall in gross profits, but too much 
should not be read into this comparison, primarily 
because of the different industrial composition of 
the two samples. The timing of the introduction of the 
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selective. employment tax will also have affected the 
comparability of the successive quarterly figures. For 
the present sample the effect of the selective employ- 
ment tax is probably to reduce the profits. 

The accounts also reflect the changeover to the new 
treatment of income tax on dividends brought about by 
the Finance Act 1965. Dividends paid prior to April 
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1266 were not subject to income tax and, as in the case 
of companies reporting during the last three quarters of 
1966 and the first quarter of 1967, dividend payments 
were shown partly gross of income tax and partly net, 
depending on the date on which payment was made. 
Net distributions of dividends totalled £241 million in 
1966 and were 4 per cent lower than a year earlier. 





This ts My Life 
y An Industrious Accountant 


RANK, our latest appointee to the position of 

internal auditor, came in for a chat about progress a 
few days ago. He'd been on the job four months and 
there was more to it than he thought at first, he admitted 
with a wry grimace. He'c learned more about human 
‘nature in the last few weeks than he had in уёагѕ in 
‘costs and the punched-card section. I congratulated 
him heartily. Energy, integrity and diligence went into 
the making of a good accountant, if he would excuse the 
:pomposity, but an auditor needed sympathy and under- 
standing in addition. 

He'd started off with a survey of some of our own 
procedures and work flow-charts in accounts, he ex- 
plained, but nothing much came of that. A minor 
saving of some cumbersome docket-duplication in 
the overtime records, perhaps, and a streamlining of the 
staff private-purchase authorizations. where the cor- 
responding deductions from pay had got out of hand, 
possibly... he tossed off these not insignificant 
achievements with nonchalance, rather like a character 
in a Noel Coward comedy throwing away epigrams; 
.then he arrived at his real worry. 

It was incredibly difficult to get genuine co-operation, 
he confessed. Knowing that there had been some dis- 
satisfaction among certain senior salesmen about the 
projected re-allocation of first-floor space for the 
'autumn sales, he had button-holed the sales-manager 
for a talk. 

Scotty, however, had been curt and non-committal. 
"True, he had listened to Frank's analysis of the situa- 
-tion and had asked a question or so, but he hadn't 
-disclosed his own ideas. He was planning a grass-roots 
study, he demurred, and that was all there was to it 
for the moment. 

* Another time Frank had dropped in to Personnel 
-where Prinny’s stringy assistant was planning a revised 


svstem for the issue and laundering of the tailored uni- 
form dresses worn by the female staff in Millinery and 
Ladies-wear. Frank had sought to gather some cost 
figures, but he’d been rebuffed. We needed more blue- 
sky thinking nowadays, said the stringy one aloofly, and 
she insisted that further revelations were premature. 
Then a talk with Trevor in Lingerie about a flaw in 
the complaints/returned goods system, which had 
resulted in the loss of two parcels of expensive silk 
underwear, had swung to the other extreme. Trevor 


` had told a lurid story about the relationship between 


Stephen on goods lift No. 3 and the pretty redhead in 
Mylons which was scandalous, slanderous, and defin- 
itely untrue — well, probably untrue — anyhow it was a 
s-artling revelation of human frailty. І had to drag 
Frank almost forcibly back to the more mundane 
aspects of internal auditing, and to warn him gravely 
about the hazards of defamatory statements. 

So then Frank told what happened when he visited 
ald Michael in Woollens. Michael, incidentally, is an 
elderly buyer who is reputed to be able to identify 


fabrics of different suppliers blindfold since he sold 


three-piece suits for 49s 6d each in 1931. Yes, gross 
profits were certainly down, he admitted. But it was all 
Cue to the bad summer (bad, that is, in his view - who 
wanted woollens with temperatures in the 70852), 
shoddy competition, and the havoc wrought on the 
trade by those ruddy daft fashions nowadays — tery- 
lznes and 'such-like man-made trash’. Somehow Frank 
had become involved in an exchange of sharp rejoinders 
here, so he had extricated himself adroitly with a 
courteous and conciliatory tribute to the expertise of 
гре. . 

Better luck to come, no doubt, I said, encouragingly. 
He was on the right track; he’d have to sell himself 
gradually; personal confidences were slow to grow. 

His resilience was admirable, however. What about 


:& special examination of our dividend policy? he asked, 
turning on me a baleful eye like that of the Ancient 


Mariner; or an appraisal of our accounting liaison with 
the maintenance engineer? These ideas, I told him 
hurriedly, though potentially valuable must wait till 
next year for development in psychedelic depth. (I 


-was guiltily conscious of a not unfamiliar but unworthy 


wish to keep Frank and all other interrupters out of my 


hair.) ; 
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Егепсһ Согрогате Tax Reform and 
Treatment of Dividends 


Br coming to the reform itself, it might be of 
interest to have an outline of the French fiscal structure 
and its budgetary repercussions. 

The French tax system relies essentially on ‘indirect 
taxation', that is, consumer taxes, customs and excise 
duties and turnover taxes. These taxes, being levied on the 
value of the goods consumed, are paid by the consumer 
almost without his being aware of them. Às we say in France 
‘to pluck the goose without making it holler’. 

The amount this form of tax represents in the way of 
revenue for the Government, compared with other forms of 
tax, can be seen in Figure т. 


Figure 1 STATE TAX RESOURCES 


1958 BUDGET 1967 BUDGET 


INCOME TAXES 
TAXES ON 
CONSUMPTION AND 


OTHER TRANSACTIONS 









Billion Francs Billion Francs 


Income Taxes 


7.70 Taxes on individuals 19-49 - 
6-02 Taxes on corporations 9-83 
3.74 Payroll tax 9-15 
— Other — 
17-46 Total 38-47 
Taxes on Consumption and other transactions 
6:47 Customs Duties, Excise taxes 13-26 
15:30 ТМА. 41:53 
2:93 Registration, Stamp duties 6-65 
1:99 Other 8-25 
26-69 Total 69-69 
Total Budget 108-16 


State tax resources 


Comparing the make-up of the tax revenue of 1958 and that 
of 1967, that is, just before and under the de Gaulle policy, 
the same conclusion is arrived at — apart from the growth 
factor — that is, that consumer taxes are largely predominant: 


1. out of a total tax revenue of F44 billion in 1958 and 
F108 billion in 1967, the most important share is 


А paper presented at a meeting of the British Branch of the 
International Fiscal Association in March. 


by L. COIGNARD, Treasurer, Esso France 


represented by customs and excise taxes and turnover 
taxes; 


2. the share of corporate profits tax is relatively low, and 
this enables the Government to take the risk of re- 
ducing corporate taxes without significant impact on 
its overall revenue; 


3. the share of personal income tax is increasing, and this 
tendency is likely to be accertuated in the future, 
particularly if the Common Market is completed and 
European taxes harmonized. 


Contribution of different taxes 


A comparison of the share of each category of taxes as a 
percentage of the total budget tax revenues in the 1958 and 
1967 Budgets (Figure 2) shows that: | 
Figure 2 

EVOLUTION OF DIFFERENT TAX REVENUES 


as a percentage of total tax resources 
(1958-67 Budgets) 


T Г] Customs, Excise 
ut [ | Turnover tax 





Budget 1967 


Budget 1958 
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1. The revenue from the tax on added value is growing, 
due on the one hand to the extension of this tax to some 
economic sectors which were previously excluded (e.g. 
oil) and on the other hend to the growth in consump- 
tion. In 1968 the T.V.A. will be extended to transport 
and retail trades. 


2. The revenue from cus-oms and excise duties is re- 
latively stagnant. This -з due to various factors — the 
lowering of import duties and the gradual replacement 
of some excise duties bz the tax on added value. The 
consequent fall in the receipts from these taxes is, 
however, counterbalanced by the increase in volume of 
other taxes, on tobacco, betting, etc. 


3. The revenue from corpcrate tax is declining for several 
reasons, including the application of the accelerated 
depreciation system (reducing balance method), and 
the growth of general 2xpenses such as salaries, ac- 
companied by a fall in profit margins. 


4. T'he revenue from persenal income tax is growing, as 
can be easily seen if we compare in terms of growth the 
evolution of different tax categories with the Gross 
National Product over tae period 1952-1965. 


The revenue from income tax on individuals has increased 
almost tenfold in thirteen years, whereas during the same 
period, the revenue from some other taxes has multiplied by 
three or four, more or less ir. line with the Gross National 
Product. 

This is explained by the inflation in France, the rise in 
wages having been 9 per cert per year from 1952 to 1965, 
while tax assessment bases remained practically unchanged. 
Owing to its progressive nature, income tax has therefore 
increased in comparison more rapidly than purchasing 
power, 


Who pays the taxes? 


These remarks on personal ircome tax lead to the question: 
‘Who pays the taxes in France?’ The question is difficult to 
answer. However, for 1962 it appears that out of 96 billion 
francs of revenue declared, which corresponds to F12 
billion in taxes, nearly 70 per cent represents earned income 
(salaries, wages, pensions, etc.) and around 20 per cént 
industrial and commercial inzome, leaving a small share of 
taxes collected on other categories of income. The number 
of taxpayers for this year was 7,725,000, out of which about 
630 declared an income higher than Ese; ooo (that is, 
£36,000). | 

These fiscal inequalities lead to the subject of tax 
evasion in France. What caa be said about it? M Louis 
Vallon, member of Parliamen- and general rapporteur to the 
Financial Committee for the National Economy and the 
Plan, has said that if the statistics of the national accounting 
for 1963 are compared with the incomes declared for tax 
purposes, we get the results shown in Figure 3. 

Quite apart from earned ircomes which are finally taxed 
on only go per cent or so cf their real amount – the. re- 
mainder being camouflaged by means of expense accounts 
and advantages in kind ~ onl~ 40 per cent of the income of 
self-employed persons, and Aardly 5 per cent of farmers’ 
incomes, can finally be ‘nailed down’ for tax purposes. Out 
of 1,900,000 agricultural enterprises registered, only 
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Figure 3 
WHO DOES NOT PAY TAXES IN FRANCE? 


Comparison between Statistics from ‘Comptabilite Nationale’ and 
Fiscal Statistics 


1963 
Net Income Declared Net 
Recorded by Income for 
Comptabilite Tax Difference 
Nature of Income Nationale Assessment 
(Million Francs)(Million Francs) 
Езгпед income 
(salaries) 134,500 124,000 (10,500) 
Ircome from indus- 
trial, commercial, 
libera! professions 57,300 23,600 (33,700) 
Farmers’ income 24,800 1,225 (23,575) 


253,000 pay individual income tax, and the average annual 
profits taxed do not exceed about Е4,000 (£285). 

This situation has existed for many years and shows that 
individual income tax is a factor of social inequality. It is for 
this reason that the Government appears to have decided to 
leunch a reform of the income tax system, and it is to be 
hoped that this project will soon be put before the National 


‚ Assembly. 


In this respect, the tax reform of July 1965 has already 
led to a substantial alleviation of the tax burden on income 
from securities held by individual shareholders, the most 
hzavily taxed sources of income in the past. 


Fiscal reform of 1965: corporate tax aspects 


The fiscal reform of 1965 cannot be dissociated from the 
Covernment's economic policy. Inflation had to be avoided 
and production put on a firm and healthy footing; it was 
therefore necessary to restore the financial market and to 
remove obstacles in the way of revitalizing industrial and 
commercial enterprises. 

The five main objectives of this reform on which I 
propose to comment, may be summarized as follows: 


(i) to allow of a better return on savings invested with- 
-out hampering the self-financing of enterprises; 


(ii) tó give French enterprises the fiscal means to be more 
| competitive internationally; 


(iii) to adjust taxation on corporations, on a sounder 
economic basis and to detect abuses; 


(iv) to ensure greater flexibility in production means and 
to facilitate the adaptation of structure; 


(ў) to give workers a share in the ‘benefits of economic 
development. 


І. - Profits distributed to shareholders 


As regards the functioning of the financial market, which 
has become very restricted, the attitude of the French 
Government — directly opposed to that recently adopted by 
Great Britain — was that the cumulative effect of corporate 
tax and personal income tax made such inroads on the 
actual return to the shareholder that his choice of invest- 
ments was based less on hope of dividends and more on the 
prospect of possible capital gains. The French Government 
also feared that the fiscal system, which was still much more 
burdensome in this respect than that of some Common 
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Is a temporary lack of funds hampering ~ Lombard Banking. We should like to tell 
some worthwhile project? Giving your you about our Bank Loans of amounts 
daughter a nice wedding with all thetrim- ` .between £100-£500. These loans are 
mings? An improvement to your home strictly confidential and can be repaid 
such as building an extension ora garage . monthly over a period agreed by us with 
or perhaps putting in hand some urgent you. Incidentally, you can claim income 
repairs? А better school for your son? tax relief on the interest charges. For full 
е If you have something of this sortin details write to The Manager, Personal 
mind discuss the matter with us at Loans Department (AT). 


LOMBARD BANKING 


LIMITED 


Head Office: P.O. Box 1.EU, LOMBARD HOUSE, CURZON STREET, 
ix г LONDON; W.1, GROsvenar 4111 (30 lines) 
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Life Annuities— big deals, litzle deals, all deals. We're a great modern society— 
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Market countries, might encourage the investing public in 
France to invest abroad, while the artificial depreciation of 
French stocks would open the door to foreign control of our 
industries. Е 

Furthermore, we аге witnessing іп France a serious felling 
off in the self-financing of firms. On the other hand, the 
total indebtedness of corporations may not exceed certain 
limits, and they are therefore obliged to provide the 
necessary finance from their own funds, supplied by the 
issue of new shares. This can only be successful if the new 
shares are taken up, and the dividends paid on them are 
‘not rendered insufficient Бу an excessive tax burden. 

For all these reasons, the Government directed its efforts 
towards a reform of the tax law on dividends distributed 
‘which would promote the self-financing of business while at 
the same time encouraging an increased distribution to the 
shareholders. As regards the means to be used, the example 
,of Germany in reducing the corporate profits tax rate in 
‘respect of distributed profits was rejected. 

It was considered preferable that companies’ earnings 
‘should remain liable for corporate tax at о per cent whether 
distributed or not. But – and this is the great innovation ~ 
apart from the 24 per cent withholding tax which was 
eliminated, shareholders resident in France are granted a 
credit on the tax paid by the distributing company equal to 
50 per cent of the net dividends received, this credit being 
deducted from the personal income tax paid by the share- 
holder. This does not, however, apply to foreign зћаге- 
holders. For them, the withholding tex is maintained at the 
higher rate of 25 per cent, subject to the limitations pro- 
vided for in double-taxation agreements and in addition, 
no credit is granted on the tax paid by the distributing com- 
panies. 

It may be useful to illustrate the working of the reform in 
comparison with the former system, through the following 
diagrams. (Figures 4, 5 and 6). 


Taxation of dividends 
The tax convention between France and the United 
Kingdom is under renegotiation, and we may hope that the 
Figure 4 

TAXATION OF DIVIDENDS 


l - Profits Normally Subject to 50% Profits Tax 








After 1965 Reform 





Prior to 1965 Reform 


Corporations 











Profit before tax 100 100 
50% profit tax (50) (50) 
Profit after tax "7 50 . 50 
Егепсћ U.K.* French 
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"Withholding tax 12 12) | 5| — 
! Shareholder бе 2:6 
“Я Net dividend | 38 38 |45 50 
; (b) Tax credit 12 — |— 25 
"Тога! dividend и ШЕ ОШ | fa 
(а) + (b) 50 38 | 45 75 


* (а) U.K. Shareholder holding less than 509% У Under the present 
(by U.K. Shareholder holding more than 50% f tax treaty 
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withholding tax limited to 25 per cent or 1o per cent on 
dividends accruing to United Kingdom shareholders, ac- 
cording to whether their holding in a French company's 
capital is lower or higher than 5o per cent, will be further 
reduced in line with the O.E.C.D. tax convention, and this 
retroactively to January 1st, 1966. 

Let us assume that the French distributing company is 
encountering some self-financing difficulties, and therefore 
is obliged to reduce the level of dividends distributed prior 
to the reform. The originality of the new system lies in the 
fact that although the former dividend is reduced by one- 
third — the amount thus ploughed back – the shareholder is 
assured of receiving the same dividend as formerly, thanks 
to his new tax credit. In such a case, the situation is much 
less favourable for a United Kingdom shareholder, who is 
still subject to French withholding tax, but who is not able 
to benefit by the tax credit granted on the tax paid by the 
distributing company. If his holding is less than 50 per cent 
the United Kingdom shareholder will receive only half as 
much as the French shareholder. 


Figure 5 
TAXATION OF DIVIDENDS 


After reform 


Prior to reform 


Corporations: 


Profit before tax 100 100 
50% profit tax (50) (50) 
Available profit 50 50 


a 
16-6 


33-4 


Ploughed back 
profit 


Distributed profit 


French 


French 


Withholding tax (12) 
Shareholder: 
а) Net dividend 38 
b) Tax credit 12 
Tota! dividend 





(а) + (b) 50 


# (а) U.K. Shareholder holding less than 50951 Under the 
(b) U.K. Shareholder holding more than 50% Ј present tax treaty 


Dividends are sometimes paid out of tax-free reserves or 
profits taxed at a lower rate. In principle, no tax credit is 
granted which does not correspond to a previous payment of 
tax. It had therefore been arranged, in order to avoid any 
possible fraud or administrative complication for the share- 
holder, that the companies should operate a précompte tax 
of 33$ per cent. This précompte tax must equal the credit to 
which the dividend entitles the shareholder, i.e. half of the 
dividend received. So, whatever the source of the dividend, 
whether French or foreign, taxable or not, the précompte 
system allows the shareholder a uniform credit in any event. 

The French Administration claims that the précompte tax 


. is a special tax borne by the company, and that it should not 


be assimilated to a withholding tax. Such an interpretation 
would be very detrimental to foreign shareholders who 
receive dividends accruing from tax-free reserves. However, 
the Ministry of Finance, anxious to give the Paris stock- 
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Figure 6 Figure 7 
TAXATION-OF DIVIDENDS TAX RULES GOVERNING PARENT COMPANIES 
ll — Profit exempted from profit tax AND SUBSIDIARIES 
~ | Assumption: The parent company holds more than 10% of the 
Prior to After capital stock of the subsidiary. 

1965 reform 1965 reform 

Corporation : 1— Subsidiary 


-Profit before tax 100 


50% profit tax 


100 


French 


Précompte tax 


Withholding tax (24) 
Shareholder: 

а) Net dividend 76 
(b) Tax credit refund 24 


Total dividend (а) +(b) 


* U.K. shareholders holding less than 50% of participation in the 
French corporation under the present double tax treaty. 


market an international status, decided as an attenuating 
measure to consider the précompte tax as a withholding tax 
within the frame of the double-taxation agreement. 

"The précompte гах is also intended to encourage French 
enterprises to distribute their profits put to reserve within 
a reasonable period of time, without preventing them from 
adjusting their annual dividends to their cash and capital 
needs. 

This means that in order to avoid the payment of pré- 
compte tax, profits put to reserve during any given year must 
be distributed as dividends before the end of five years. 

In any case, distributions effected by companies will be 
presumed. to correspond by priority to the most recent 
results taxed at 5o per cent. 


Parent companies and subsidiaries 


If we now examine the case of a dividend distributed by a 
French company to its shareholders which accrues from a 
dividend received by this company from an affiliate, we see 
that in practice the shareholder of the parent company 
receives the tax credit attached to these dividends paid by 
the affiliate. This credit is, however, slightly reduced 
because at the level of the parent company the dividend 
received from the affiliate is subject to an upstream cor- 
porate profit tax of о per cent on 5 per cent of the amount 
of the dividend received 'grossed up', that is, the credit on 
the tax paid by the affiliate included (see Figure 7). 

This favourable ruling which governs the case of a parent 
company and subsidiary is allowed when the parent com- 
pany holds at least 1o per cent of the capital of its subsidiary. 
The fiscal reform of 1965 has simplified and brought into 
line the various types of participation provided for in the 
former system subject to a tax which varied according to 
whether the participation was above со per cent, between 
50 per cent and 30 per cent or between 30 per cent and 20 
per cent, the tax of о per cent being applied on 5 per cent, 
то per cent and 20 per cent respectively of the net dividend 
received, The amount of the dividend taxed is taken to 
represent a share in the investment management costs 
already taken into account elsewhere. 

As far as the use of the tax credit is. concerned, if the 





Taxable profit 100-0 
Subsidiary’s tax burden 50-00 (a) 

(50%) — 
Net dividends distributed 50-00 

Il – Parent company 

iNet dividend received 50-00 
+ attached credit 
з (50 х 5094) = 

pstream tax 50% x 50% 

(50 +25) PUTA 1-8 

48:2 
Ploughed back Redistributed 
48:2 48-2. 

“ах on distribution 3349/ . 

précompte tax on 

(48:2 +24-1) - (241) 
Less Tax credit 25-0 (a) 
Net available to parent 

company orshareholder 48-2 48-2 
+ Tax credit - 24-1.(а) 

72:3 


beneficiary is an individual, he may receive the whole or 
part of the credit if his liability to income tax is lower than 
the tax credit. This rule does not apply to a corporate 
shareholder, who could not use such a tax credit. He cannot 
obtein any refund nor carry it over to another year. This 
penalizes companies which do not distribute dividends, and 
therefore do not come within the objectives of the reform. 

Tosum up, taxation on dividends distributed by a French 
company to shareholders resident in France has been con- 
siderably lightened. It can be seen from Figure 8 that 


Figu-e 8 


EVOLUTION OF THE TAX BURDEN ON DIVIDENDS 
(Borne by a shareholder whose income is subject to a 50% income 
tax rate) 


1965 
100 


1967 


Profit before taxes ——————— ——— 100 


Total tax burden borne by distributing 
company and shareholder—— —— ——- 


Net income for shareholder — ———- 





50% . 


50% | 
QOO,  . — 


Согрогасе profit tax 
Dividend withholding tax (creditable) 
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for a profit of one hundred before tax made by the distri- 
buting company and received by a shareholder whose 
income is taxed at 5o per cent, the final dividend, net of all 
taxes paid both by the distributing company and by the 
shareholder, has almost doubled as a result of the reform. 
Iam not quite sure that the impact of the 1965 reform on this 
kind of revenue has been fully understood in France. 


Foreign corporations 


For foreign corporations operating through a branch in 
France and earning profits there, the reform may be an 
improvement on the former system. In effect, prior to the 
reform and subject to existing double-tax agreements, the 
profits made by a branch of a foreign company were subject 
to withholding tax either on the full amount or only on a 
part of them, irrespective of the actual amount of dividends 
distributed by the foreign company to its own shareholders. 
The reform presumes that the profits in question are fully 
distributed to non-residents and accordingly are subject to 
the French withholding tax at a 25 per cent rate instead of 
24 per cent, subject to the limitation of this rate as provided 
for under tax agreements. However, if the foreign company 
can prove to the French Tax Administration that it has 
distributed a total of dividends to its shareholders which is 
lower than the profits made by its foreign branch, the pro- 
fits subject to the French withholding tax will be limited to 
the dividends actually distributed. 

In the case of a French branch of a British company, the 
1965 reform has no effect on the French withholding tax 
rate, since the British benefit by a special made-to-order 
rate of 1o per cent, which is embodied neither in the tax 
agreement between France and the United Kingdom nor 
in French internal law. But for the taxable profits of a 
United Kingdom company's French branch, the reform 
may bring some advantages: in effect, prior to the reform, 
the British profits were in practice subject to French with- 
holding tax on their full amount, without deduction o7 the 
50 per cent corporate profits tax, irrespective of the divi- 
dends actually distributed by the United Kingdom com- 
pany. Now the branches' taxable profits can be limited to 
the amount of such dividends if lower. 

The question is whether this rule will be applicable: in 
fact, I have been informed that the rule which might gcvern 
the taxation of profits made by the French branch of a 
British company under the new tax agreement between 
France and Britain now under negotiation is likely to be 
similar to that provided for in the agreement between 
France and Switzerland. This would mean that the French 
withholding tax would be limited to 15 per cent on two- 
thirds of the net profits after tax, eventually adjusted on the 
actual dividends distributed by the United Kingdom com- 
pany to its shareholders. This system would be more 
advantageous than the present one. 


II. - French firms operating abroad 


I now come to the measures which should enable 
French firms operating abroad to meet international com- 
petition. In fact, the reform of July 1965 went no further 
than establishing a principle in this field, but this principle 
was in itself an innovation which is completely contrary to 
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the traditional conceptions of the French Тах Administra- 
tion. It attacks not only the principle of a separate fiscal 
identity for each of the companies belonging to the same 
group, but also that of the territorial concept of taxation 
which makes it impossible for losses incurred abroad by a 
French company to be offset against the latter's profits in 
France. 

The French legislation recognizes that this principle of 
territoriality hinders the expansion of certain firms by 
preventing their offsetting profits against losses made in the 
various countries in which they operate. As a result, our 
competitors’ operations in foreign markets were facilitated 
by the world-wide nature of their national tax systems, 
particularly as regards Germany, the United Kingdom and 
the United States. 

In order to redress this situation, the 1965 reform pro- 
vided that French companies may be authorized to merge 
their total results for tax purposes and to choose a system 
cf a single tax on their world-wide profits subject to the rule 
cf foreign tax credits. 

However, the application of this new system will be 
linked to a consolidation of balance sheets, in order to 
prevent companies from taking advantage of the new 
regulations by transforming into subsidiaries their foreign 
branches showing profits. As the application of these new 
rules poses complex problems, the exact regulations will be 
specified in a Council of State decree to define the limits of 
application of these principles. In any case, companies 
wishing to take advantage of these new measures are obliged 
to obtain authorization from the Ministry of Finance. 


Ш. - Taxation of capital gains 


Since 1934, the rule of taxation bzsed on a comparison of 
balance sheets at the beginning and end of a financial year 
has meant combining operating profits, properly speaking, 
with capital gains or losses, the total being taxed as one 
single amount. In reality, the strict application of this rule 
was made less rigid by the possibility of deferring the profits 
tax on capital gains if they were reinvested in fixed assets 
within a three-year period. In principle, the taxation of 
capital gains was simply deferred in that the gains, when re- 
invested in depreciating assets, reduced correlatively the 
cost of these assets for depreciation. However, this defer- 
ment of taxation resulted 1n practice in a pure and simple 
relief when the capital was invested in non-depreciating 
assets such as land or stocks. Certain firms, in order to 
avoid taxation, even invested their capital gains in gold, 
which is a non-depreciating metal. Such practices were 
criticized by the Government, in spite of the example it now 
gives through its gold reserve. 

It was, however, recognized that from the economic 
viewpoint this method was not satisfactory. ЈЕ gave rise to 
retention of capital gains whenever the cómpany was not 
in a position to make profitable reinvestments. In particular, 
small and medium-sized businesses were encouraged to 
conserve sites whose market value was out of all proportion 
to their industrial utility. In the same way, large stocks were 
kept by some firms, because the tax burden involved 
discouraged them from negotiating sales which sound 
management would have required. 

The desire to avoid taxation led to the development of 
artificial entities, subsidiaries being created and taken for 
this express purpose, without any resulting profitability. 
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This led the Government t» propose a complete revision 
of the old tax system in this -espect. The new system relies 
on a logical distinction between short-term and long-term 
capital gains. | 

Short-term. capital gains аге those arising from the sale of 
capital assets of all kinds, acquired or created by the com- 
pany less than two years previously, including those arising 
from the'sale of assets acquired or created more than two 
years before, in so far as thzy correspond to amounts for 
depreciation deducted from "ће tax assessment basis. This 
last provision was modelled on the United Kingdom tax 
legislation. 

Long-term capital gains ere all those arising from the 
disposal of capital assets of all kinds acquired more than two 
years previously, with certzin exceptions. Among these 
exceptions, resezves for depreciation of investments which, 
before the reform, could be deducted from the current 
taxable profits, and which arz re-entered in thé assets, are 
considered in every case as Icng-term -capital gains, even if 
the securities have been acquited less than two years before. 
Also included as long-term capital gains are the proceeds of 
sales of patents, processes or techniques, provided that they 
come within the category of fixed assets and that they were 
acquired more than two years previously. 


What is the tax rule for these capital gains? 


The net amount of short-term capital gains - that is, 
the surplus of short-term czpital gains over short-term 
capital losses — is subject to corporate profits tax at о per 
cent; but the tax can be spread by equal instalments over 
the year in which the said capital gains arose and the 
following four years. ; 

'The net amount of long-term capital gains — that is, the 
surplus of these capital gains cver long-term capital losses - 
bears corporate profits tax at the rate of то per cent. But 
this reduced tax rate is subject to the condition that the net 
amount of the long-term capita. gains for the year be entered, 
after deduction of this ro per cent tax, in a special reserve 
account on the debit side of tke balance sheet. 

Except in the case of the winding-up of a company, of 
incorporation into capital or cf assignment of losses, sums 
drawn subsequently from this reserve are treated as taxable 
profits for the year during waich they were drawn, after 
deduction of the tax (one-nint3 of the sums drawn) paid at 
the time of the corresponding capital gains. 


Overhead charges 


With the same objective of improved economic efficiency, 
the 1965 reform dealt also witŁ overhead charges. 

From the economic angle, the conviction that the 
burden of certain charges was spread between the company 
and the Treasury encouraged fi-ms to charge expenses, such 
as the personal expenditures of ће directors and senior execu- 
tivestaff, which are sometimes oz doubtful utility and of which 
the cumulative effect reduces ihe profits available, to the 
detriment of the employees and of productive investments. 
Moreover the Government covld not encourage the public 
to invest in business without any protection from such 
abuses. It hardly seems possibl2 to contemplate regulations 
the effect of which would necessarily be arbitrary on account 
of the great variety of circumstances. But two modifications 
-appeared necessary: 
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1. In order to enable the Administration to exercise its 
right of control effectively and to detect dubious 
practices, companies must in future supply each year a 
detailed statement of the charges which merit a 
particularly careful scrutiny. 


2. When the charges in question increase in proportions 
greater than those of the taxable profits, or when the 
total is higher than that of the profits, the tax authori- 
ties may require the company to prove the necessity of 
these charges; the latter may be reincorporated in the 
company's profits in cases where the necessary proofs 
have not been furnished. 

For this purpose, companies are required to supply, 
in support of the declaration of their profits, a detailed 
list of all categories of overhead charges, in particular, 
direct or indirect remuneration, including the expense 
accounts allowed to the higher income brackets. 
Higher income brackets signify, according to whether 
the number of employees exceeds 200 or not, the ten or 
the five persons whose direct or indirect emoluments 
have been the highest during the financial year, However, 
in order to reduce to a minimum the inconvenience thus 
caused to companies, it is provided that their examin- 
ation shall be required only when charges exceed 
certain figures fixed by a decree issued by the Ministry 
of Finance, But these figures are so ridiculously low 
that practically all French companies have to make 
such a declaration. In fact, a declaration is required 
when: 


(а) the total salaries (direct or indirect emoluments) 
exceed {21,000 or {11,000 for the ten or the five 
persons who are the highest paid, according to 
whether the number of employees exceeds 200 or 
not; 


(b) the following expenses declared for these persons 
exceed: 


£868 for travel expenses; 
£1,446 for expenses in respect of vehicles; 


£728 for expenses in respect of housing not used 
for business purposes, i 


£361 for entertainment allowances. 


These expenses are automatically excluded from 
deductible charges when they do not figure in the 
above-mentioned list. They can also be included in 
the taxable profits in so far as they are considered 
excessive. 


IV.—Mlergers . | | | 
As regards the fourth objective, I shall deal more especially 
with mergers. А; б ах 

In line. with the adaptation of industrial structures, 
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additional measures have been taken to encourage mergers 
and the grouping of enterprises. Under the former system, 
merging companies had the option: 


(а) eitherof paying ато per cent profits tax on capital gains 
and depreciating the assets transferred at their transfer 
value (which meant a strain on the cash situation of 
the merging company unfavourable to thedevelopment 
of its financial structure); 


(b) or of not paying any profits tax at all, in which case the 
absorbing company had to: 


(i) take over as liabilities the reserves constituted by 
the absorbed company, 


(ii) calculate depreciation on the assets transferred at 
the value estimated for tax purposes by this com- 
pany, and not at their transfer value. 


These provisions were over-complex from the accounting 
angle, and distorted the evaluation of the cost price because 
of the discrepancy between the depreciation adopted for tax 
purposes and the real depreciation. 

It appeared possible to harmonize these two systems on 
the following basis: no tax is now levied at the time of the 
merger, but the absorbing company must: 


(i) enter into its own balance sheet the reserves con- 
stituted by the absorbed company, 


` (ii) include capital gains on depreciating assets in the 
taxable profits of the next ten financial years as from 
the financial year in which the merger took place. 


In fact the latter obligation will be amply offset by the 
resulting additional depreciations. Taking into account the 
average life of assets, the period of ten years will, in almost 
all cases, constitute a significant financial advantage. 

In addition, if it so prefers, the company absorbed may 
submit for taxation at the reduced rate of 1o per cent, the 
proportion of these capital gains which is considered as long- 
term, and in this case, the amount of capital gains included 
in the taxable profits of the absorbing company will be 
proportionately reduced. 

With regard to non-depreciating assets, the absorbing 
company is obliged to calculate later capital gains on the 
basis of the values at which these assets appeared in the 
absorbed company’s balance sheet. But the accounting 
complications resulting from the application of this rule will 
be limited to assets of this nature, and will not distort the 
level of operating profits. 

At the same time, the rule applicable to liquidation was 
adapted so as to permit the winding-up of companies whose 
existence no longer corresponded to an economic need. 
Capital gains or reserves distributed at the time of the 
winding-up of the company are subject to a lump-sum tax 
of 15 per cent, taking the place of income tax paid by the 
shareholders. 


V. - Social objective 


This objective, which aims at encouraging firms to adopt a 
bolder social policy in the field of worker participation 
through tax relief on free shares distributed to employees, 
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is hardly compatible with the first objective mentioned 
above, which encourages the investment of shareholders’ 
savings in the enterprise. 


It is not possible, in effect, to encourage the traditional 


. shareholder to invest in a business which is going to dis- 


tribute to its employees a portion of its capital substance 
from its reserves in the form of free shares. Such a situation 
would reduce the share of the stockholders in the capital 
and in the profits of the business. This, indeed, is probably 
one ofthe reasons why the traditional shareholder shows such 
great reserve with regard to the French stock-market. Be 
this as it may, the law of July 12th, 1965, completes an 
earlier law of 1959 which gives tax exemption to sums paid 
to employees under a profit-sharing agreement, either in the 


‚ form of wage increases or in the form of free shares issued 


in counterpart of profits incorporated into capital; in effect, 
the 1965 law provides that any firm issuing free shares out of 
surpluses wouid be allowed a reduction on the 50 per cent 
corporate profits tax proportional to the capital distributed 
to employees. 


M Vallon, General Rapporteur of the Finance 
Commission, tabled an amendment to that part of the 
law of July rath, 1965. This amendment stated that the 
Government would introduce, before May 1st, 1966, a Bill 
defining and guaranteeing the rights of employees in the ap- 
preciation of their companies' assets arising from reinvested 
profits. i 


In fact, the Government promise has been broken and, 
it may be thought, rightly so in view of the political and 
social, as well as the economic and financial, consequences 
which would have ensued. No doubt the Government is 
unwilling to go as far as the Rapporteur Général of the 
Finance Commission would like, that is, the institution of 
a new right of labour to the detriment of the rights of owner- 
ship. 

The Government is at present studying the ways and 
means of fulfilling its promise. In this connection, a solution 
might be found in the creation of a savings plan or supple- 
mentary pension fund run by the company for the benefit of 
its employees. Such a system would have the approval of the 
Ministry of Finance whose main concern is monetary 
stability combined with confidence in the stock exchange 
and productive investment. It offers the advantages of not 
involving an immediate distribution of additional pur- 
chasing power, of not distorting the structure of corporate 
capital and of providing new savings for long-term invest- 
ments. 

What can be said, in conclusion, about this reform? It is, 
of course, too early to measure its effects and indeed, it is 
also perhaps asking too much that all these objects should be 
attained since they are not always compatible one with the 
other. Nevertheless, it is a turning point in our fiscal 
history, in that while still keeping its French characteristics, 
our tax system has 'internationalized' itself. Some of these 
measures are indeed modelled on the Anglo-Saxon systems, 
despite the fact that our Government is against any 
dependence on foreign techniques. But after all, it is a form 
of national independence to proüt by the fiscal weapons 
used by.our competitors, more particularly in the United 
States. 

From the economic angle, the objective aimed at is 
greater productivity through more ethical taxation; .and 
greater tax flexibility to facilitate corporate reorganization 
in order to give French enterprises the European dimension 
required for effective competitiveness. 
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Incentives in a Sunny Climate 


Industrial and Investment Incentives in Malta 


by H. W. T. PEPPER 


| ЕР nowadays are a feature of the 
landscape in every developing country. Sometimes 
incentives are given partly :п order to try to counter- 
balance some less attractive features of the developing 
economy and to remove deterrents to investment from 
overseas; in other cases the object of the incentives 
is to accelerate development which would almost 
certainly have taken place in the long run. 

That Malta is a country in the latter category has 
recently been confirmed by the Anglo-Maltese Joint 
Commission, set up under the chairmanship of Lord 
Robens to advise on ways їс speed the transition from 
a military base to a civilian economy, which reported 
on July 18th, 1957. 

Malta’s assets include her geographical position in 
the ‘centre of the Mediterranean, athwart air and sea 
routes between Europe, Africa, and Asia; her excellent 
natural harbours; the rocky sub-structure and plentiful 
supply of good building-stone combined with a 
favourable climate which make building easy, and the 
high level of éducation and skill of the population. 

In making a rapid transition from a 'military' to a 
civilian economy based on lizht industry and tourism, 
the skills learned and the structure of services set up 
in connection with the trad:tional activity are by no 
means irrelevant to the new requirements. In addition, 
the re-training and higher training at all levels of the 
working population has been a priority of Government 
expenditure and British and United Nations aid for 
some years. 

Before dealing with the positive and deliberate 
incentives to.investment, note must be taken of the 
absence of cértain forms of taxation normally encoun- 
tered elsewhere. There is па local rating or property 
„tax on real estate in Malta, and there is no capital gains 
мах. In addition there is no form of payroll taxation 
'except the modest employer's contribution to the 
"National Insurance scheme. 'ТҺе maximum contribu- 
tion for an emplover is 1s 10d per week (U.S. 26 cents), 
for an adult male, and 1s 2d per week (U.S. 16 cents) 
for an adult woman. ` 

Tax incentives to development cover both direct and 
indirect taxation. Where,a new industry or hotel needs 
to import machinery or furniture respectively, exemp- 


tion from customs duties is usually afforded and the 
exemption is also given in many instances in respect of 
imported raw materials. 


Income tax holidays 


Waen it comes to income tax incentives, the device 
mest frequently adopted internationally in developing 
countries is the ‘tax holiday’, і.е. a period of years 
du-ing which a new industry is free of income tax on 
its profits and the shareholders on the dividends paid 
from those profits. In most countries the holiday 
period varies from two to five years; in Malta the 
maximum period is ten years and the maximum has 
been granted in every case of an approved industry or 
hotel so far. Apart from these income tax reliefs to 
new industries, a measure of income tax relief has also 
been afforded to established industries when these, 
have entered the export field. 

The normal company rate of income tax is 25 pex 
cent (5s in the £) for which full credit is given to the 
sha-eholder who receives dividends out of taxed profits 
i.e. there is no corporation or coupon tax. 

Tax holidays are a generous form of incentive and 
are of particular value to a new industry in enabling 
it to conserve its cash resources at the time when it 
most needs to do so, that is, at the commencement of its 
trading. The greatest benefit is, of course, obtainable ` 
when the business can reckon to run at a profit from 
the outset, but some enterprises by their nature take 
two or three years to ‘run in’ before profitability is 
reached. The most valuable aid in these cases is .that 
which goes directly to make cheaper, or more readily 
avaiable, the main factors of production - a point 
considered in the next paragraphs. 

It may be mentioned in passing, however, that in 
Mal-a’s case the value of the ‘tax holiday’ on profits 
and dividends is enhanced in the instance of an enter- 
prise parented by a British resident company, e.g. by 
a branch or subsidiary company in Malta, by the ‘tax- 
sparing’ provisions in the Malta-U.K. Double Taxa- 
tion Agreement. Article 13 of that agreement provides 
that relief given in Britain for tax paid in Malta will 
also extend to tax, which would have been paid there 
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testet 


HAS THE 
NEW PENNY \ 
DROPPED? 





Had y you {байда that 
Burroughs ABC Accounting Machines 
cost no more than other machines - 

and are ready now for decimalisation? | 


Now is the time to plan for decimalisation--don't wait for D-Day. 

Burroughs ABC machines can be instantly switched from Sterling to Decimal 
and back again, by the operator. 

No need for permanent conversion before time. 

No need to join the long queue for engineer conversion when D-Day comes. 

Begin replacing your present machines now with Burroughs ABC machines. FA 
—they cost no more than ordinary machines and they Һауе ча 
Already Been Converted. 

Decimalisation is as simple as ABC with Burroughs. = 


І would like . Name 

more details about 1% 
Business 

Burroughs Address. 


TA10 


ABC machines 
Burroughs Machines Limited (Decimals: Division), Heathrow House, Bath Road, Cranford, Hounslow, Middlesex. ‘Tel. 01-759 6522 
кшш кш шн шш ee киш киш [| m Ld dest 
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financed | 
our | 
expansion , 
—-but | 

we make 
the 
decisions 


Mr. B., Managing Director of а'зта!! machine 1001. 


company, faced a decisior which he, and his Board, 
had long been postponing They had a choice which 
confronts all companies, whether to grow ог to stag- 


nate. They chose growth, эиї this involved obtaining. 


some £70,000 to invest in лему plant-tó produce тоге 
purpose built machine too s like the one above. 

Like many other small and medium-sized companies in 
a similar situation, they carae to І.С.Р.С. We were able 
to lend the Company the necessary cash just when it 
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was most needed: Repayment terms were tailored to 


: suit the Company's needs—and without any danger of 


subsequent alterations due to short-term economic 
fluctuations. . 

If you, like Mr. B., have reached the stage where you 
must expand ; if you have an urgent need for new equip- 
ment, or working capital, or additional working space, 


" .C.F.C. may be able to help you. Why not write'for our 


booklet Capital for Business, and then get in touch 
with our nearest office to arrange a meeting 2 


Industrial and Commercial Finance Corporation Ltd., 

Piercy House, 7 Copthall Avenue, London, EC2. 

Offices in Birmingham, Bristol, Cambridge, Cardiff, Edinburgh, Glasgow, 
‚| Leeds; Leicester, Liverpool, Manchester, Newcastle-on-Tyne, Reading. - 
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but for the fact that it has been ‘spared’, і.е. exempted. 
under the incentives programme. This means that the 
relief given in Malta is effectively carried through to the 
tax payable in Britain on the relevant overseas profit: 
or dividends. 


Cash grants 


There is currently an international trend for countries, 
in the case of the most highly-desired developments, to 
switch from incentives such as enhanced depreciation 


or ‘investment allowances’ to cash grants. ‘This. type- 


of aid has recently been adopted in Britain and else- 
where. It was introduced in Malta several years ago, 
backed by British capital aid, and grants of.up.to 50 
per cent of the cost are provided towards expenditure 
on buildings and machinery in approved cases of new 
industries and hotels for tourism. For example, the 
Hilton Hotel which opened in July 1967 benefited by 
a grant of £650,000 in cash as well as a sub-economic 
rent for its site — another incentive described below. 


Sites and factories. . T | 
It is sometimes а matter of some time and difficulty to 
find a suitable site for a new venture in a developing 
country. In Malta, where there is an excellent road 
system providing access to all parts of the islands, there 
is no serious problem. Nevertheless the Government 
helps in two ways. There are industrial estates — and 
more are planned — which provide not only sites but 
also ready-made factories for rent. Where the entre- 
preneur himself finds the site and wishes to erect the 
factory himself, the land (assuming, as is likely, that this 
will be Government-owned) may be made available 
at a reduced rent for the first sixteen years of tenancy, 
apart from the grant of cash towards building costs. 


Labour force’ 


On the score of training, there is a sound basic position 
in that a large proportion of school-leavers is literate 
in English as well as іп Maltese, and in some cases 
familiar with Italian also. _ К 

Apart from the Government's strenuous efforts 
to extend the scope of technical and higher education, 
grants towards training costs and towards appren- 
ticeship schemes, are made where the employer incurs 
the cost of training his staff in his own way. RUN 


Public utilities 
The ‘subsidy’ system in Malta extends to the public 
utilities; for example, water and electricity are both 
available on favourable terms to industrialists and the 
production of both is scheduled for considerable 
expansion over the next few years. | | 

To subsidize all the factors of production and to 
exempt the resulting profits of the enterprise from 
income tax for ten years is surely the most favourable 
treatment that can be conceived as an encouragement 
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to rapid industrialization. The cost can be justified in 
the short-term because of the need rapidly to absorb 
labour freed by the ‘running-down’ of British Service 
Establishments. There can be no undue delay where 
such human problems are concerned. То allow a làrge 
pool of temporarily surplus labour to be created, even 
in the reasonably sure expectation that it will be ab- 
sorbec in due course, if industry is allowed to expand 
at its own unaccelerated pace, is feasible neither in 
sociological nor in political terms. 

The transition, however, has only to be made once. 
As soon as the economy has switched from a largely 
military to a civilian structure, and a balance struck 


- between new jobs and school-leavers, the need for the 


present generous incentive programmes will disappear. 
'The favoured investors and entrepreneurs, therefore, 
are likely to be those who arrive in the next few years. 
In the case of Malta's economic transition, as in other 
instances, help given quickly will be doubly valuable 
to the country. Because of the present unprecedented 
scale of the incentive programme, the entrepreneur who 
takes early advantage of it will certainly be doing 
a favour to himself. | | 


7 


New residents 


Another field in which Malta offers incentives is that 
connected with the balance of payments. As a country 
which for centuries has imported a large part of its 
food and other necessities, Malta has always had to 
give serious attention to the problem of paying for what 
it imports. As one means of improving the balance of 
payments, Malta has in recent years pursued a policy 
of attracting: permanent residents by the incentive of 
low income tax rates. Provided a settler can show he 
has reasonable means — the new level to be brought 
into force shortly, to apply to future settlers only, 
will be an annual income of £1,400 or the equivalent 
capital. The previous limit, which still applies to 
existing settlers, was {800 for a single person and 
£1,000 for a married couple. | 
` The scheme was particularly intended for retired 
people who wished to spend their retirement in a 
sunny, friendly country and those having the necessary 
qualification are entitled to generous income treat- 
ment. Persons who though ordinarily resident in 
Malta are not domiciled there are assessable on 
foreign income only to the extent that it is remitted to 
Malta. From the total sum remitted (where this exceeds 
the’ statutory minimum) ‘are deducted the normal 
personal reliefs and also a special relief of £500. The 
amount remaining is then taxed at 6d in the £, i.e. 
at 2} per cent. Those already taking advantage of the 
scheme include a number with affectionate memories 
of Malta from years spent there during Service or 
other overseas careers. · 2m 

Apart from money brought into Malta directly by 
the new settlers, a good deal of ‘incidental’ tourism 
has been generated by their presence in Malta in the 
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shape’ of visits of friends and relatives of the same 
or younger generations from overseas. In addition the 
newcomers have often exhibited a keenness to invest 
capital in local enterprises and fixed-interest securities, 
the investment income from which is also taxable at 
the privileged rate of 6d in the £. In total the scheme 
has produced worth-while economic results at com- 
paratively modest cost. 

There is often a difference between what incentives 
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are intended to achieve and their actual performance’ 
No country can do more than apply the right recipes: 
give adequate publicity and leave the rest to the enter- 
prise of the investor and the entrepreneur. The com- 
prekensiveness and generosity of Malta’s incentive. 
programme and the comparative sophistication of the 
ecoromy judged by the standards of developing 
countries in general should ensure swift and healthy 
results. | 





Statutory Powers of Sale of Mortgagees 


CONTRIBUTED 


HE extent of a mortgagee’s powers of sale was the 

subject of an important judgment by the Court of 
Appeal in the recent case of Property © Bloodstock 
Ltd v. Emerton ([1967] 3 УУ. & К. 973). 

These powers are statutory and date back for more 
than a century to section 11 of the Trustees and Mort- 
gagees Act 1860, though thev have since been modified 
by section 21 of the Conveyancing Act 1881 and sections 
101 and 104 of the Law of Property Act 1925. Section 
тот deals with the mortgagee's power of sale and the 
circumstances in which it may be exercised, while 
section 104 deals rather with the effect and conse- 
quences of such exercise and with the protection con- 
ferred on a purchaser from the mortgagee. 

Tt is now well settled that a mortgagee 15 not in the 
position of a trustee in respect of his powers of sale; 
and even a sale by him at an undervalue cannot be set 
aside unless it can be shown that the mortgagee was 
acting in bad faith. Once notice has been served on 
the mortgagor by the mortgagee requiring repayment, 
and the date for repayment has passed, the mortgagee's 
powers of sale become exercisable. These powers аге. 
extremely wide, as is apparent from the above case. 
He may sell by private treaty or by public auction - 
subject to such conditions as to title, evidence of title, 
or any other matter. 


Lost right to redeem 


Once the mortgagee has entered into a contract for 
sale of the property, the right of the mortgagor to 
redeem the mortgage is lost; and that too even if it is 
shown that the price to be paid by the prospective 
purchaser is less than the proper market value of the 
property. 'ТҺе mortgagor himself is bound in effect by 
the contract, and any offer or even tender by him to the 
mortgagee of the mortgage debt will be of no avail. 
These principles were established -in Waring v. 


London and. Manchester Assurance Co Ltd ([1935] 


Ch. 310). 


The only exception to this rule is where the contract 
mace between the mortgagee and the prospective 
purchaser is still conditional. It is important, however, 
to understand the meaning of what would be a 'con- 
dition' for this purpose. As is the usual practice, con- 
tracts of sale are almost universally made subject to 
conditions of sale, and the Law Society's form which 
sets out these conditions is almost invariably used, 
sub‘ect to specific variations as may be agreed upon. 


These conditions are not conditions in the strict 
sense in which the term ‘condition’ would be under- 
stocd under the law of contract. For conveyancing 
purposes these so-called ‘conditions’ are merely the 
terms of the contract of sale itself which has been 
brought into being and is subsisting: They are con- 
cerned not with the coming into being of the contract, 
but rather with such matters as production of title and - 
the performance by the parties of their respective 
obligations which will lead up finally to completion. 
They are the machinery for carrying out the contract; 
they are not to be regarded as conditions precedent to 
the coming into existence of the contract itself, as in 
the case of Aberfoyle Plantations Lid v. Cheng ([1960] 
А.С. 115) – а decision of the Privy Council referred to 
below. 


"Conditions subsequent’ 


These ‘conditions’, if they are conditions, are to be 
regarded instead as ‘conditions subsequent’ which will 
bring an already subsisting contract to an end. This is 
a distinction of extreme importance which has to be 
borne in mind when considering whether а тогі- 
gagor’s right of redemption has been lost by reason of 
a contract for the sale of the property entered into by a 
mortgagee in the exercise of his statutory powers of 
sale. 


Contracts for sale may be avoided for breaches. of 
the terms as to completion. In such cases, however, 
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the relationship of vendor and purchaser will already 
have come into existence between the mortgagor selling 
and the person buying. 

The general rules in relation to completion by a 

. conveyance of the property which, if leasehold, would 
be by way of assignment of the lease being sold, are 
that completion must take place by the date fixed for 
the contract, which must be strictly adhered to or, if 
no date is fixed, then within a reasonable time. 

The Aberfoyle Plantations case is an instance in 
which the contract itself was conditional in the true 
sense, or at any rate was considered by the Court to be 
such, with the result that the condition was in the 
nature of a condition precedent, the non-fulfilment of 
which prevented even the relationship of vendor and 
purchaser from being established. (This view, however, 
did not find favour with Danckwerts, L.J., in Property 
& Bloodstock Ltd v. Emerton.) 

The vendors agreed to sell 1,336 acres of a rubber 
estate, 182 acres of. which were not owned by them, 
negotiations for the renewal of the leases of these 182 
acres being pending between them and the Ruler of 
Perak. The acquisition by the vendors of the 182 acres 
was a condition of the contract for sale and in default 
the contract was to be null and void and the deposit 
was to be returned. The condition was not fulfilled 
by the extended date of completion. The Privy Council 
held that the purchaser was entitled to the return of 
his deposits on the grounds not only that the contract 
was conditional but also as one of the members of the 
Court thought, that even the relationship of vendor 
and purchaser had not been established between the 
parties. 


Sale by assignment 


It was sought to take advantage of the principle of 
this decision in Property & Bloodstock Ltd v. Emerton. 
There the mortgaged property was leasehold property 
to the assignment of which the consent of the landlords 
was essential. The mortgagee, after the expiry of the 
date of repayment of the mortgage moneys, entered 
into a contract for the sale by assignment of the lease 
of the property. The contract was subject to the land- 
lord's consent to the assignment of the lease being 
obtained. Completion did not take place Ьу the com- 
pletion date, which was postponed as the landlord's 
consent still had not been given. It appeared, however, 
that both the vendor and purchaser were in agreement 
as to the postponement, and that the consent of the 
landlord would be forthcoming. 

In the meantime the mortgagees obtained an order 
for possession of the property against the mortgagor 
within twenty-eight days. Before the order becameeffec- 
tive, however, and while completion was still pending — 
the landlord's consent still not having been obtained — 
the mortgagor tendered the mortgaged moneys to the 
mortgagee and instituted proceedings to restrain the 
mortgagee and the prospective purchaser from com- 
pleting the contract. 
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The principal points in issue were whether the 
contract for sale was a conditional one, as in the 
Aberfoyle Plantations case and if that were so whether 
the mortgagor’s right to redeem was still subsisting on 
the ground that the contract was a conditional one 
which accordingly was not complete and binding. 

There are material distinctions between the Aberfoyle’ 
case and the Property & Bloodstock case. In the former 
the condition with regard to obtaining the grant 
of leases to the 182 acres, of which the vendors: 
were not the owners at all, was in the nature of a 
condition precedent, the performance of which was 
essential before any contract came into being; further, 
the purchaser was seeking to avoid the contract. 


A term of the contract 


On the other hand, in the Property & Bloodstock case 
the condition of obtaining the landlord’s consent to 
the assignment of the lease, which was an interest 
already in existence, was not a condition precedent at 
all but a term of the contract, a matter of title, or of 
completion or conveyance, as it is generally expressed. 
It was rather in the nature of a condition subsequent 
which would put an end to the subsisting contract if it 
was not fulfilled. Moreover, both the vendor (the 
mortgagee) and the purchaser were in agreement as to 
completing the contract and had expressly agreed to 
postponement of the completion date to await the con- 
sent of the landlord to the assignment which, it was 
common ground, would be duly given. 

It is in these respects, therefore, that the two cases 
would be distinguished. The express condition in the 
Property & Bloodstock case as to obtaining the land- 
lord’s consent was not a condition, or at any rate not a 
condition precedent, to the creation of the relationship 
of vendor and purchaser between the parties; it was a 
matter or ‘condition’ respecting title, which it was 
within the express statutory powers of the mortgagee to 
attach to the contract of sale under section ror (x) (i) of 
the Law of Property Act 1925. 

So far, therefore, the Property & Bloodstock decision 
affirms the view that once his power of sale has arisen 
a mortgagee may, by entering into an unconditional 
contract for sale, effectively debar the mortgagor from 
his right to redeem, even pending completion of the 
contract, so long as the contract is still subsisting. 
Equity cannot intervene in such a case as it might 
where a mortgagee is seeking the equitable right to 
foreclose, since the mortgagee’s powers to sell are de- 
rived under statute. 

‘The fact that the contract is subject to ‘conditions’ 
or ‘terms’ is immaterial so long as they do not con- 
stitute conditions precedent precluding the coming 
into being of the contract itself. Such ‘conditions’, if 
they are truly in the nature of ‘conditions subsequent’ 


-which on non-fulfilment have the effect of terminating 


the contract of sale which has already come into being, 
do not alter the position. ИЕ 
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Key to Capital Gains Taxation 
edited by Percy Е. Hucues and К. К. T'INGLEY, F.A.C:€.A: 
Taxation Publishing Company Ltd, London. 255. 


Key to Corporation Tax, 
Finance Bill 1967 edition 


edited by Percy Е. Носне5 and T. L. А. беш F.C.A. 
Taxation Publishing Company Ltd, London. 255. 


The unique feature of these works is their sub-division by a 
visible thumb-incex into twelve separate sections, each 
prefaced by a comprehensive list of contents averaging over 
fifty references pe- section. 

These are probably the. only reference books useful to 
those who do not carry in their heads a clear pattern of the 
new laws and to those who do not wish to do so but merely 
want a complete and reliable answer at a moment’s notice on 
any point that may crop up. Yet these ‘keys’ also serve as 
invaluable ‘remembrancers’ to experts since they are replete 
with marginal section and paragraph mentions of the Acts. 
Indeed the wide margins invite scribbled annotation, for 
these handbooks have the easy familiarity of а personal 
diary kept for constant use. 

Each slim volume is a miracle of ордены although 
illustrated with eighty-five examples between the two of 
therm. Nevertheless, it is to be hoped that the authors will 
spread themselves a little more thickly їп the next editions 
on certain difficult points that fréquently recur. One such 
point in capital gains tax concerns expenses disallowed under 
the Law Shipping case in the context of acquisitions (page 
167) and another concerns the need to find improvement ex- 
penses reflected in assets disposed of (page 210). Again, the 
corporation tax 'key' could usefully elaborate the impor- 
tance of the rule which requires directors’ benefits and 
expenses not covered by a Rule 7 claim to be included in the 
amount of the emoluments liable to restriction in the case of 
а closé company (page 129). ` 


Cost Accounting: A Managerial Emphasis 
Second edition by CHARLES Т. HORNGREN, PH.D., C.P.A. 
Prentice Hall International, London. Воз. 


American accounting books tend to be voluminous, оуег- 
elaborate and at times difficult to interpret because of 
American accounting terminology. It is thus refreshing to 
come across a book such as Professor Horngren has 
written, which is over eight hundred pages, and yet because 
of its style and clarity of presentation one finds in no way 
burdensome to read. Moreover,-the author has provided an 
excellent glossary of accounting terminology. 'l'he second 
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edition is basically the same as the first edition, with a 
certain amount of regrouping of chaptérs and several new 
features which bring the book up to date. 

One has to admire the novel approach of Professor 
Horngren as he leads the reader at an early stage into the 
quantitative aspects of cost accounting. Thus the reader, as 
early as Chapter Three, is led into the intricacies of cost- 
volume profit analysis. To counterbalance this, those rather 
less interesting aspects of cost accounting, such as payroll 
anc. factory ledgers, appear at the end of the book or in the 
appendices. 

The book covers all the major aspects of cost accounting. 
Ample attention is given to modern concepts and systems. It 
is perhaps in those subjects, which are lightly touched upon 
by other authors, that Professor Horngren excels. Good 
examples are the chapters on responsibility accounting, 
profit centres, performance measurement, and transfer 
pricing. 

'This book can be thoroughly recommended to the student 
who will find it useful for further reading rather than as a 
basic textbook. The qualified accountant, with a voracious 
appstité for further reading material, will find that it 
provides a real mental feast. 


Office ро РНЕК — Organization and 


Management 


by- C. S. DEVERELL, M.A., в.вс.(ксон.), В.СОМ., F.C.LS., 
A.M.B.I.M. | 
Сее & Со (Publishers) Ltd, London. 355. . 

The environment in which many office workers perform 
their duties is undergoing a process of rapid change — not 
least because of the inroads which the computer is making 
into the field of large-scale routine clerical operations — 
and the author of this book has therefore concerned himself 
to a large extent with the human aspects of office man- 
agement. 

He surveys a wide range of subjects from personal 
motivation as a factor in individual efficiency to training 
methods, remuneration, promotion, trade unions. and 
socie] relationships. The past few years have seen the 
introduction of several Acts of Parliament which are of 
particular significance to office workers and these are dealt 
with in a pleasingly uncomplicated manner. Indeed, because 
the zuthor has chosen an essentially practical approach, and 
discusses many of the more commonplace problems that 
are likely to be encountered by office administrators, he has 
succeeded in producing a book that is infinitely more 
readable than many ‘others that have been written. on this 
subject. . 

With the increasing amount of interest being shown in the 
training of clerical staff by the various Industrial Training 
Boards, it is to be hoped that future editions will be able to 
expand the amount of space devoted to their probable 
impact on training for commerce. 


The Accountant and Computers 

by A. J. THOMAS, A.C.W.A., A.I.M.T.A., A.T.L.I. 

Sir Isaac Pitman & Sons Ltd, London. 305. | 
For the beginner in electronic data processing this book 
makes a useful introduction to the topic. It takes the 
reader through a simple explanation of the computer and 
ancillary equipment explaining what the various terms 
mear. and giving an indication of operating capabilities and 
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NEW I. C. T. пате R computer program Ый пеўу 
accuracy to Net Cash Flow calculations: uses sophisticated 
‘mathematical techniques to estimate ПОО; quantities 
risk measurement. 


‘Two out of three investment decisions are 
based on the wrong data’—say two recent 
official reports*. To help management make 
the right investment decisions, I.C.T. intro- 
duce PROP (Profit Rating Of Projects), a 
new program for 1900 Series computers. 
‘Here’s.what it does: · 


`1. Considers all factors — Government 
grants, corporation tax, time periods —and 
calculates Net Cash Flow. 
2. Offers a full range of techniques for 
| profit evaluation—for any time period—in- 


cluding new Загар Discounted Cash Flow. 


3. Cuts out guesswork by providing com-. 
prehensive risk analysis (in cleargraph form). 
The program shows the range of profit ex- 
pectation; probabilities of different profit 
values in the range; percentage probabilities 
of different rates ; cumulative probability of 


achieving or exceeding given rates. 


For more information about PROP contact 
Mr. E. Massey, International Computers and’ 
Tabulators Limited, 85-91 а Richmond 
Road, кише), S.W.15. 


d М І. PROP. -yet another ч for Management 


.*N.E.D.C. ‘Investment Appraisal а and ВАМ. Ма note 42. 





4 International Computers and Tabulators Limited 
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capacities. The method and structure of the feasibility 
study and steering committee are outlined for those firms 
who are setting out to use computers for the first time. 

Operation of the computer is covered by chapters dealing 
with the translation from manual/mechanical methods to 
computer operation, programming, and the requirements 
and planning of a typical computer application. Of interest 
to accountants are the parts of the book covering reliability 
checks, error diagnosis and internal checks within the 
system. These are supplemented by the particular aspects 
which affect the auditor and the contributions which ac- 
countants can make to systems design. 

The book is at an elementary level and is designed for 
accountancy and economics degree students in their final 
year. 


Selecting the Computer System 


by Рімітвіз N. CHORAFAS, M.E., E.E., M.S.E., DR.SC.(MATH.), 
Р.Е. 


Gee & Co (Publishers) Ltd, London. 705. 


Much has been written about computers and their various 
applications, but little about the process of selecting the 
tight manufacturer and the right equipment for the job. 
This book corrects this deficiency with a wide-ranging 
survey of policy in relation to the information needs of 
management and to the relationships between computer 
manufacturers and users. 

The author has an extensive international experience, 
through association in a consultative capacity with a number 
of manufacturers and users, and having been engaged upon 
world-wide surveys of management and information 
systems. As a result of this extensive experience he has been 
able to illustrate a number of major points in the book with 
illustrative case studies. 

The book is divided into three parts, the first of which 
deals with the internal problems which must be solved 
before any approach is made to a manufacturer. It outlines 
the steps that should be taken in the examination of systems 
requirements and the assessment of the volume and com- 
plexity of the data processing that will be required. 

The second part of the book is concerned with the 
selection of the computer configuration. The user will be 
faced with a choice between different machines, each of 
which is capable of carrying out the requirements of the 
user but with different speed, storage, and access charac- 
teristics, and differing levels of costs. From these variables 
the user must select the ‘best-buy’; Professor Chorafas sets 
out in these chapters an approach to the problem which 
will enable a rational choice to be made. 

In the past, manufacturers have tended to overawe the 
potential user because of the latter’s relative inexperience in 
applying data-processing methods. The final section of the 
book dispels a great deal of the mystique of the manufac- 
turers and sets out a number of practical points on manu- 
facturer-user relationships which the reader will find 
extremely useful. As the author points out, the problem in 
the future will not so much be machine compatability as a 
language/systems compatability within the user organi- 
zation which can then be used on a diversity of machines. 

Directors and executives, as well as practitioners in a 
consultative or advisory capacity, who are concerned in any 
way with the selection of data processing equipment and 
the implementation of new management information 
systems will find this book a valuable source of information. 
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Deutsche Steuern Bei Auslands- 
Beziehungen 

(German Taxation in Foreign 
Relationships) 

by Dr ALBERT J. RADLER and ARNDT RAUPACRH. 


С. Н. Beck’sche Verlagsbuchhandlung, Munich and Berlin, 
Рт.78. | 


The authors — опе a lawyer and the other а business man — 
spent five years on producing this book which deals with 
the repercussions of German taxation on trading and other 
activities outside the West German Republic. That the 
work has taken so long is hardly surprising in view of the 
somewhat bewildering array of German taxes. 

A complaint by the authors which has a familiar ring to 
English ears is that when tax legislation is enacted in Ger- 
many, its repercussions on overseas trading by German 
entrepreneurs is not fully thought out. Many of the rules 
which have to be borne in mind are not contained in any 
legislation but are matters of administrative procedure. 
Although the authors have applied a truly German 
thoroughness to the subject, they have obviously kept to 
the forefront of their minds the practical aspects of their 
subject. Anyone having or contemplating business relation- 
ships with German enterprise - and сап read German ~ 
would be weli advised.to study this book in order to have 
authoritative knowledge of the most advantageous pro- 
cedure to be adopted, viewed from the standpoint of a 
German taxpayer. 


Teach Yourself Operational Research 


by M. А. MAKOWER, M.A., DIP.O.R., and E. WILLIAMSON, 
M.A., DIP.O.R. 


English Universities Press Ltd, London. tos 64. 
Critical Path Analysis: 

Problems and Solutions 

Бу К. С. LOCKYER. 

Sir Isaac Pitman & Sons Ltd, London. 175 64. 


The first of these is a book which every accounting finalist, 
not to mention the C.M.I. candidate, should read. It pro- 
vides а well written introduction to the applications of 
several O.R. techniques, with the minimum of mathe- 


-matical exposition. The authors illustrate each technique 


by means of a realistic example, and then supplement 
each czse study with several check questions. 

While this book will not teach the average reader to 
become a member of an O.R. team, it does at least provide 
the intelligent layman with a good understanding of what 
operational research can do in industry. | 

The second work, by Mr Lockyer, will be welcomed by 
those readers who are familiar with his first work, An 
Introduction to С.Р.А. This latest book comprises a series of 
illustrations and problems in applying critical path 
analysis. 


SHORTER NOTICES 


NATIONAL INCOME AND SOCIAL Accounts, tenth edition, 
by Professor R. I. Downey. Melbourne University Press and 
Cambridge University Press, London. 125 6d. This small 
monograph expounding the structure and compilation of 
the nazional income and social accounts for the Australian 
economy is a standard text for university and college 
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students, Apart from Australian data there are comparisons 
with statistics of other countr es, but on general principles, 
the exposition is so simple ard clear that it can be recom- 
mended to students in the United Kingdom who want an 
elementary and readable intoduction to this branch of 
economics. · 

THE SaLe oF Goons, third edition, by P. S. Atiyah, M.A., 
B.C.L.(OXON.). Sir Isaac Pitman, 30s. This is a clearly 
written and first-rate treatment of an important part of 
commercial law. It is intended primarily for students taking 
the Bar or Law Society examinations, but accountancy 
finalists will find it a valuable extension of their inevitably 
more compressed legal texts. | 


Economics, Town PLannixc AND ТкАЕЕІС, by D. J. 
Reynolds. Institute of Economic Affairs, London. 40s. 
This is a wide-ranging survey of planning from the view- 
point of the professional ООШ The author argues the 
case for pricing scarce resou-ces, such as roads, on the 
grounds that this is the only practicable method of dis- 
criminating between 'optionzl and ‘essential’ traffic in 
towns. The book constitutes з substantial criticism of the 
premises of the Buchanan Report and the application of 
cost benefit analysis to traffic problems. Any reader in- 
terested in planning problems m an urban motorized society 
will find the book both interescing and stimulating. 
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MANAGEMENT: Irs NATURE AND SIGNIFICANCE, fourth 
edition, by E. Е. L. Brech, B.A., В.5С.(ЕСОМ.), Е.В.І.М. 
x4-238 pp. 8$ X 54. 305 net. Sir Isaac Pitman & Sons Ltd, 
London. 


- Daves’ Hanpy Book or богісітов5” Costs, tenth edition, by 


В. W. E. Ranger, xiv4-303 pp. 84x 55. 455 net. Sweet & 
Maxwell Ltd, London. 

New TRENDS IN OFFICE MANAGEMENT, edited by Michael 
White (Management in Action series), УШ-Е186 рр. 
82 X 5%. 355 net. Business Publications Ltd, London. 

MANAGEMENT SERVICES BY ACCOUNTING Firms, by William 
E. Arnstein, C.P.A., assisted by Herman Burstein. x +444. 
БР. d X6. $12.00. The Ronald Press Company, New 

ork. 

GERMAN-ENGLISH GLOSSARY OF FINANCIAL АМО ECONOMIC 
Terms, fifth edition, by С. A. Cunston and С. M. Corner. 
1,122 pp. 71 Х 5. £5 net. Patria Translations Ltd, West 
Bexington, Dorchester, Dorset. 

CHALMER’s SALE ОЕ GOODS Аст 1893 INCLUDING THE FACTORS 
Acts 1889 амр 1890, fifteenth edition by Michael Mark, 
М.А., B.C.L. xci+320 pp. 9X6. sos. Butterworth & Co 
(Publishers) Ltd. London. 

These books may be obtained from, or through, Gee & Co 

(Publishers) Ltd, The City Library, 151 Strand, London WCa. 





Finance and 
Commerce 





HE Tunnel Portland Cement Co Ltd, from whose 

1966-67 accounts this week s reprint is taken, has come 
out of its shell of conservatism in company reporting. There 
were signs of this emergence a rear ago when the chairman, 
Mr C. Hagerup, commented en a year of reorganization 
and change within the compzny, including ‘a complete 
review of managerial procedures with particular regard to 
achieving an increase in productivity’. 

Management accounting was being introduced, he said, 
in which budgetary control should lead to more effective 
control of costs and ‘make it easier to extract the necessary 
information required for the overall supervision of our 
operations and to help us in owr decisions with regard to 
future improvements and developments’. 

Installation of a computer at the company’s new Croydon 
offices, the chairman said, was not only a means of pro- 
viding data more cheaply bur. of receiving information 
‘much more quickly, which again improves management 


control’, These changes in administration and procedures, 
Mr Hagerup recently stated, were the result of employing 
Cooper Brothers & Co as business consultants. 


Ten-year view 


Just how necessary these changes had become is shown in 
the “Ten-year Financial Summary’ which is included in 
the latest report. This is the first time that Tunnel’s report 
has contained this retrospective view and the directors 
must be complimented on having the courage to provide 
figures which do not make particularly impressive reading. 
On the other hand they might be congratulated on a fair 
piece of public relations work in that, with reorganization 
beginning to bite, ‘the figures may begin to look better from 
now оп’. From that aspect the continued presentation of the 
ten-year summary may show 1966-67 as a turning point. 

Assets employed of £14,387,000 in 1957-58 for trading 
profits of £2,037,000, and assets employed of £23,414,000 
in 1966-67 for trading profits of £1,995,000, is hardly an 
impressive record. The omission of a turnover figure from 
the record is a little difficult to understand, The old excuse 
of ‘giving information to competitors’ can hardly hold good 
in this case. In the cement industry each company knows 
the percentage of the market covered by the other and with 
prices regulated there is not exactly a mine of information to 
be given away in sales figures. 

In 1966-67 Tunnel’s sales, observes Mr Hagerup in his 
statement with the accounts, were ‘down almost 2 per cent 
on the previous year’, but what that meant in money terms 
he does not say. 


Trade investments 


Space prevents the inclusion in our reprint of Tunnel’s 
detail under the heading ‘Trade Investments ~ Equity 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 
FOR THE 52 WEEKS TO 2ND APRIL 1967 





Current Year 


PROFIT EARNED £ 
Trading profit (note 1 & 2) Я 1,995,318 
Trade investment income . 458,592 
Debenture interest payable (172,500) 
Profit before taxation 2281,410 
, Taxation (note 3) 882,563 

` 1,398,847 
Net profit attributable to minority interests (1,996) 

*Parent company's proportion of loss of National 

Portland Cement Company (note 1) (44,026) 
Net profit attributable to shareholders of the — ————— 
parent company’ . 1,352,825 





APPROPRIATION OF PROFIT 


To provide dividends £ 
On 53% cumulative preference shares 11,000 
On 5% ‘A’ cumulative preference shares 50,000 
Interim dividend of 6d. per ‘A’ ordinary share 
or 10/- unit of 'B' ordinary stock 293,239 
Proposed final dividend of 1s. 6d. per 'A' ordinary 
share or 10/- unit of 'B' ordinary stock 879,718 
з 1,233,957 
Less: income tax deducted and retained — 
. 1,233,957 
Retained in the business {note 4) 118,868 
1,352,825 
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THE TUNNEL PORTLAND CEMENT COMPANY LIMITED 


Previous Year 


£ 


2,203,395 
392,784 
(172,500) 


2,423,679 
721,769 


1,701,910 
(2,478) 
(70,315) 
1,629,115 


EE 


£ 
11.000 
50,000 


293,239 


879,718 


1,233,957 - 


135,639 


1,098,318 
. 530,778 


1,629,116 


NOTES ON CONSOLIDATED PROFIT AND LOSS ACCOUNT 





1. NATIONAL PORTLAND CEMENT COMPANY 


The trzding prefit is stated before taking into account the results of National 
Portland Cement Company, the shareholding in which was sold in June 1967. 
The parent соглрапу'5 proportion of the loss of National Portland Cement 
Company for the current year has been provided for in the parent company's 
profit end loss account and the amount is shown separately in the consolidated 
profit and loss account. The comparative figures for the previous year have been 
restated on the same basis. 


Current Year Previous Year 
1. TRADING PROFIT ; £ £ 
The fo lowing items have been charged:— 














Depreciation 1,188,584 987,507 
Directors’ emoluments: 
Fes . . 10,327 10,332 
Executive remuneration 40,645 40,362 
Pension for executive services 687 750 
51,659 51,444 
Auditors' remuneration 4,200 3,977 
3. TAXATION 
Corporation tax at 40%, 799,130 339,711 
Income tax — 125,709 
Profits tax — 11,349 
Trans“er to taxation equalisation reserve 80,000 245,000 
Overseas taxation . 83,558 66,245 
. 962,688 788,014 
Double taxation relief 80,125 66,245 
882,563 721,769 
Investment allowance relief for the previous усаг was £288,000 
4. RETAINED IN THE BUSINESS 
Parent compaay . 89,848 579,187 
Subsidiaries . 29,020 (48,389) 
118,868 530,798 





CONSOLIDATED BALANCE SHEET AT 2ND APRIL 1967 





Current Year 
NET ASSETS EMPLOYED £ 
Current assets: 


Bank balances and cash 216,006 
Municipal loans 480,000 
Debtors 3,835,701 
Stocks, machinery spares and stores, at cost 3,218,253 

7,749,960 


Current liabilities: А 
Bank loans of subsidiaries 





Creditors 1,483,489 
Loans and deposits from associated companies 184,776 
Taxation 900,480 
Dividends : 905,135 
3,473,880 
` Net current assets ‘ - 4,276,080 
Trade investments, at cost (note 2} 2,733,399 
Fixed assets (note 3) А 16,404,961 
23,414,440 

MANNER IN WHICH FINANCED £ 

Equity capital and reserves: 

Ordinary shares and stocks (note 4) 5,864,784 

Capital reserves (note 5) И 
Revenue reserves (note 6) 10,821,051 
17,633,835 
Preference capital (note 4) 1,200,000 
Minority interests in subsidiaries 69,605 
53% Debenture stock (1983/88) {note 7) 3,000,000 
Taxation equalisation reserve {note 8) 1,511,000 
23,414,440 





On behalf of the Board, 
` С. HAGERUP, Chairman 


Previous Year 
£ 


585,278 
320,000 
4,168,267 
3,419,559 


8,493,704 
401,786 
2,058,749 
181,315 
497,915 
905,135 
4,044,200 
2,752,309 
17,832,826 


25,033,339 





Е 
5,864 784 
1,191.200 

11,255,493 
18,311,477 
3,000,000 
1,431,000 
25,033,339 





J. A. MACKINTOSH, Deputy Chzirman 


Notes on and forming part of the consolidated balance sheet appear on pages 


1327]. - 


PARENT COMPANY BALANCE SHEET AT 2ND APRIL 1967 











Current Year Previous Year 
NET ASSETS EMPLOYED £ £ 
Curren: assets: 

Bank balances and cash 152,747 323,300 
Munizipal loans 450,000 250,000 
Debtors 3,176,035 2,676,292 
Stocks, machinery spares and stores, at cosce 2,969,139 2,786,353 
6,747,921 6,035,945 

Current liabilities: 
Creditors 1,285,729 1,538,868 
Loans and deposits from associated companies 184,776 181,315 
Taxazion 822,554 416,017 
Accr aed dividends on preference shares 25,417 25,417 
Proposed ordinary dividend 879,718 879,718 
3,198,194 3,041,335 
Net current assets 3,549,727 2,994,610 
Interest in subsidiaries (note 1) 524,306 805,268 
Trade investments {note 2) 2,733,399 2,752,309 
Fixed assets (note 3) 16,108,130 16,205,727 


22,915,562 22,757,914 








MANNER IN WHICH FINANCED £ £ 
Equity capital znd reserves: 
Ordinary shares and stock (note 4) 5,864,784 5,864,784 
Capital reserves (note 5) 888,000 ' 888,000 
Revanue resarves (note 6) . 10,451,778 10,374,130 
17,204,562 17,126,914 
Preference capital (note 4) 1,200,000 1,200,000 
52% Debenture stock 1983/88 (note 7) 3,000,000 3,000,000 
Taxation equalization reserve (note 8) 1,511,000 1,431,000 


22,915,562 22,757,914 





On behalf of the Board, ; 
С. HAGERUP, Chairman 
1. A, MACKINTOSH, Deputy Chairman . 


Notes cn and forming part of the balance sheet appear on pages [327]. ; 
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Holdings’. The detail provides current year cost, value 
(unquoted and quoted where applicable), and surplus 
over cost both for investments where a 50 per cent interest 
is held and where interest is less than 50 per cent. Earnings 
and dividends attributable to the holdings are shown under 
Current Year Profits, Dividends and Profits Retained 
headings. The trade investment income of £458,592 as 
shown in the profit and loss account consists of £445,238 
from equity holdings and £13,354 on fixed interest securi- 
ties. Тһе two principal associated companies are 
Ribblesdale Cement Ltd and The Cyprus Cement Com- 
pany Ltd. The other associated company (50 per cent held) 
is Leca (Great Britain) Ltd which has yet to operate 
profitably. 

Income from trade investments showed a useful im- 
‘provement in the past year. The return on book values is 
over 20 per cent. On the subject of trade investments, it 
may be noted that in 1954 the company entered into a 
twelve-year management contract with the Nigerian 
Cement Company and at the same time acquired a modest 
equity holding. 

It was agreed and intended that Tunnel would withdraw 
from the company when the management contract expired 
and the shareholding has been realized over the last few 
years at satisfactory prices and the proceeds repatriated. 
Looking at current conditions in Nigeria, 1954 was a crucial 
year for a twelve-year agreement. 
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£7 million expansion 


The Tunnel company is currently engaged on the begin- 
nings of a £7 million scheme for extending the company's 
works at Pitstone, Buckinghamshire. When the extended 
works are in operation by mid-1969, production capacity 
will have been raised from under 600,000 to the region of 
one million tons a year. "Tunnels present production 
capacity is about 2-25 million tons representing about 14 
per cent of a market dominated by the Associated Cement 
*Biue Circle! group with some 61 per cent. 

These percentages are one of the reasons why Tunnel’s 
failure to provide turnover in money terms is, as already 
stated, difficult to understand. But at least the new 
Pitstone scheme indicates a strong expansionist policy in the 
group and doubtless, with the present group emphasis on 
management accounting and budgetary control, the new 
scheme has been the subject of intense prior consideration. 

The cost includes £700,000 to be spent on special dust 
precipitation plant and the scheme includes landscaping 
and tree planting to try to screen the plant in a rural area. 
Cement plants bave to be built where the raw material is 
found. 

Finance for the new expansion will be found internally, 
although additional banking facilities may have to be called 
on temporarily. Any further major development, it is ad- 
mitted, would need the raising of more permanent capital 
but there are no immediate thoughts on such lines. 





THE TUNNEL PORTLAND CEMENT COMPANY LIMITED 


TEN YEAR FINANCIAL SUMMARY 












































1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 
£000 £000 7409 £000 Н 2469 А 2866 £000 “а 6 
CONSOLIDATED PROFIT AND LOSS ACCOUNTS 
Trading profit 2,037 2,010 2,421 2,533 2,380 2,021 2,497 2,41 
Trade investment income 154 214 23 273 310 369 386 449 2393 ' 9 
Debenture interest - - — == — — 95 173 173 173 
Profit before taxation 2,191 2,224 2,651 2,806 2,690 2,390 2,788 2,689 2,423 2281 
Taxation 1,084 1.025 1,173 1,279 1,221 827 1,050 1,025 '722 '883 
Profit after taxation 14107 1,198 1,478 1,527 1,469 1,563 1,738 1,664 1,701 1,398 
Minority interests 116 116 74 36 45 29 27 "2 “2 
Loss--National Portland Cement Company 70 44 
Dividends—net 389 462 576 612 612 648 726 704 218 — 
с . Bross 5 У 880 1,234 
Retained in the business 602 624 828 859 806 870 983 933 531 118 
Depreciation 542 558 648 685 728 801 973 1,074 988 1,188 
CONSOLIDATED BALANCE SHEETS 
NET ASSETS EMPLOYED 
Fixed assets 8,593 9,842 10,223 10.556 11,677 13,871 15,637 16, 
ару 2472 2,318 2,303 1,696 1,701 1,852 1,934 2089 ЕЯ 16295 
Net current assets 3,622 2,885 3,104 4,329 4,002 ‚624 5,045 5,560 4,448 4,276 
14,387 15,052 15,630 16,581 17,380 18,347 22,616 24,029 25,033 23,414 
па а сына шм: жшлш знанай са шаш шы мм 
MANNER IN WHICH FINANCED 
Ordinary shares and stocks ‚865 5,865 5,865 5,865 5,865 5,865 5,865 5, 
Capital reserves 1,125 1,149 1,149 1,144 1144 1113 1,191 1451 1191 54 
Revenue reserves 196 5,676 6,351 7,291 8,025 947 9,532 10,836 11 1255 10,821 
Equity interest 12,186 12,690 13,365 14,300 15,034 15,925 16,588 17,89: Я 
Preference capital 1200 1 1200 1200 120 1200 “ао — 1200 — 1200 “108 
Minority interests 655 688 6 599 1 652. 1,130 1,135 1,091 "69 
Debenture stock | — — — — — — 3,000 3,000 3,000 3,000 
Taxation equalisation reserve 346 474 462 482 531 597 698 802 1,431 1,511 
14,387 15,052 15,630 16,581 17,380 18,347 22,616 24,029 25,033 23,414 


==—= 


*The financial summary includes the results of the National Portland Cement Company, the investment in which was sold in June 1967. Th 
company's losses is shown separately for the two years 1965/66 ar.d 1966/67 as in the present accounts. e parent company:s share of that 
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CITY NOTES 


AVING for a.day or two seen easier hire-purchase 

terms as rampant inflation, the equity sections of the 
stock-market have this weex indulged in second thoughts. 
The rise in electricity cha-ges has switched attention to 
new pressure on industrial profit margins. 
^ In assessing the Н.Р. moves, the stock-market tended to 
overlook the point that, but for the Middle East crisis, the 
changes would in all probability have been introduced last 
July. Their introduction ncw, when the buying season is 
very much passed its peak, 5 hardly calculated to stimulate 
the consumer goods industries into conditions of all-out 
boom. 

Quite apart from current events, the market is approach- 
ing the Labour and Тогу Party conferences which are 
usually a touchy time, and may be more than usually so this 
year now that the Prime l/ünister has assumed respon- 
sibility for the running of the economy. 
` But there is no indication of any wholesale shake-out 
in the equity market on the lines so fervently forecast. In 
index terms the market stays high and there is a view that 
only a move to the 1964 ‘all time high’ will convince 
holders that the index із higr enough. In the nether regions 
of the market, however, there are very many shares standing 
at low levels warranted by poor company performance and 
poor prospects. 

The gap between these shares and the prime growth 
-equities may widen still further. 


* + * * 


HILE the stock-marke: talks in terms of inflation and 

share indices, Mr E. Victor Morgan, Professor of 
Economics at Manchester University, takes a look at the 
*cult of the equity', in personal investment terms. Writing 
in the District Bank Review hz estimates that personal sales 
of equities averaged a net Гусо million a year between 1963 
and 1965. Total personal equity holdings are estimated at 
£11,800 million and, if the 1963-65 experience is соп- 
tmued, then individual investors are a dying race. The 
race may die by 1982 on this basis, but Mr Morgan con- 


siders that this ‘absurd situation’ would be corrected by 
"counter-pressures', Nevertheless it is still a fact that equity 
investment is becoming increasingly a preserve of 'the 
institutions’ and of the unit trusts. Individuals are be- 
coming increasingly indirect rather than direct equity 
investors. 


* * * * 


TE Westminster Hambro unit trust organization has 
made the logical step of moving into unit-linked 
assurance and, in doing so, has brought Commercial 
Union into this sphere. The enlistment of Commercial 
Union is seen as of greater consequence than the unit- 
linked assurance decision itself. It is considered to be one 
more reason why the three leading banks — Midland, 
Barclays and National Provincial – which have not аз yet 
joined the unit trust ranks will do so in time. 


* * * * 


а is considerable discussion still stemming from 
the intention of J. & A. Scrimgeour, the London stock- 
brokers, to take a number of provincial brokers stock 
exchange firms into the Scrimgeour partnership and make 
them Scrimgeour branch offices. There is talk of possible 
‘reverse bids’, with bigger provincial broking concerns 
merging with smaller London concerns and also of the 
regrouping of broking firms on provincial markets them- 
selves. 

A common interpretation of these suggested moves is to 
see London as some stockbroking ogre and to regard 
provincial regrouping as some kind of defensive measure. 
The Scrimgeour exercise, however, is purely a voluntary : 
one and in this electronic age, when communication is at 
the flick of a switch, there is obvious scope for this sort of 
operation. If Scrimgeour’s move has obliged some рго- 
vincial, as well as London, stockbrokers to look for methods 
of providing better service to investors then it will have 
served a decidedly useful purpose. But to see the move 
merely in terms of London domination is to miss the point. 


RATES AND PRICES 


Closing prices, Tuesday, September 5th, 1967 
Tax Reserve Certifica-es: Companies 33% (24/6/67); 24% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 .. 4% Јшу 14, 1966 .. 796 
Feb. 27, 1964... 5% Jan. 26, 1967 .. 64% 
Nov. 23, 1964 7% Маг. 16, 1967.. 6% 
Tune 3, 1965 6% May 4, 1967 .. 5%% 
Treasury Bills 
June 30 £s 3s 6:02d% Aug. 4 .. £5 6s 10:62d% 
July 7 . £5 бе 2'944% Aug. І . 5 6s то°564% 
July i4 .. £5 6s 1023d*$ Aug. 18 .. £5 55 10'854% 
July 21 65 6s 10:794% Aug. 25 .. £5 55 9'964% 
July 28 #5 6s 10:694% Sept. 1 £5 55 9'564% 
Money Rates 
Day to day 34—54% Bank Bills : 
7 days  .. oe 31-519, 2months .. 55-50% 
Fine Trade Bills 3 months .. 54-57% 
3 months 61-795 4months .. 54-5%% 
|. 4 months .. 64-74% 6 months ..5%-—5%% 
6 months 62-74% ` 


Foreign Exchanges 
New York 2:78$ Frankfurt x 11:14 
Montreal .. 2°99# Milan .. "s 17341 
Amsterdam 10-01 Ў Oslo vs s 19:924 
Brussels .. 138:22 Paris 55 vs 13:66 d; 
Copenhagen 19'323 Zürich 120915 
Gilt-edged 
Consols 4% ais 58% Funding 6% 1993 . 80% 
Consols 22% $4 36i Savings 3% бо-7о.. 903 
, Conversion 33% 516 Savings 3% 65-75.. 764 
Conversion 5% 1971 95% Treasury 64% 1976 99% 
Conversion 54% 1974 93% Treasury 34% 77-80 76% 
Conversion 6% 1972 o8 Treasury 34% 79-81 72% 
Funding 34% 99-04 57% . Treasury 5% 86-89 814 
Funding 4% 60-90 98 Treasury 54% o8-12 814 
Funding 52% 78-80 571 Treasury 24% 2 36% 
Funding 54% 82-84 88 Victory 4%.. 96i 


Funding 52% 87-9: 8680 Маг Loan 34% ... 52 


TRE 


September 9th, 1967 ACCOUNTANT | G 





Employers- 
can you claim 






From 4th September 1967 
employers not already receiving , 
Selective Employment Tax 
refunds for all their employees 
may qualify for refunds from 
the Ministry of Social Security 
if they employ :— 


Part Time Workers Workers outside:tlie 

who are 18 years of age or over United Kingdom 

and normally work for less than for a continuous period of more 
21 hours a week. than 13 weeks. 


Leaflets and claim forms are available — 
for PART TIME employees from all post offices and all 
local offices of the Ministry of Social Security. | 


for employees ABROAD from the Selective Employment 
Tax Repayments Office, Wardpark, Cumbernauld, Glasgow. 


@ Other refunds may be made to employers of domestic and nursery help in private households where there is a 
sick or aged person or a young child whose only parent is at work. Leaflets and claim forms are available at post 
offices and local offices of the Ministry of Social Security. 


Issued by the Ministry of Social Security 


THE 


ACCOUNTANT 


CHARITIES AID FUND 


is a vital link between Charities and the 
Business World, and now distributes more than 


£1,000,000 p.a. 


to Charities on behalf of companies engaged in 
industry, commerce and finance. The use of our 
services through one discretionary Deed of 
Covenant ensures that a firm’s allocation to 
Charity: 

(a) qualifies for maximum tax relief 


(Б) gives the maximum benefit to charity with 
the minimum of delay 
(c) entails the minimum amount of administrative 


work with the maximum amount of Йехі- 
bility. 


For complete details, please ring Mr Livingston - 
Booth on 01-636 4066, or write to him at The . 


Charities Aid Fund, 43 Bedford Square, London 
МУСІ. The Charities Aid Fund is a division of the 
National Council of Social Service. 


N M Rothschild 


& Sons (С.І.) Limited 


BANKERS 


Full Banking Services including 
Deposits and Advances 


Investment Advice and Management 


Trustee and Executor Services 


HIRZEL COURT, ST. PETER PORT, 
GUERNSEY Telephone 23112 


Directors: | 
Philip Shelbourne 
Н. б. Broughton 
5. A. Faulkner 
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Family income petens 
come in Тегеле sizes ій 


It’s fun growing up but young Timothy does have a bit of a 
grumble—he says father is a bit stingy with the pocket money. 
Perhaps he is—particularly when the bills come rolling in— 
which seems to be most of the time anyway. 

There is one bill father pays which Is surprisingly small but if 
he dies it could mean so much to the family—it's his premium 
to provide an income of £1,000 a year while the children are 
growing up. 

Не hopes and expects that his own coat peg will be In use for 
a long time but he arranged the policy with Legal and General 
just in case. Legal and General have an imaginative way of 
handling income benefits. Send this coupon for further details. 





TO: LEGAL AND GENERAL ASSURANCE SOCIETY LIMITED 

















Chief Administration, пача Court, 11 Queen Victoria Street, London Е.С.4, | 

ай a ‚ Tel: 01-248 9678 | 

“ ASSURANCE SOCIETY LIMITED [ 

1 would like to know more about income benefits to protect my family. і 

MY DATE OF BIRTH 15. | 

| CHILDREN’S AGES. | 
МАМ [ 

ADDRESS. | 

І 


А 
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Tax Conference in Stockholm 


Twenty-first Congress of the International Fiscal Association 


VER 850 delegates and guests visited Stockholm from 

August 21st to 25th for the twenty-first Congress of 
the International Fiscal Association; they came from 
twenty-five countries. Apart from delegations from countries 
where there are strong ГРА branches, there were delegates 
from Lebanon, Japan, Egypt, India and Yugoslavia. The 
British group totalled forty-six. 

During the opening session, addresses were given by 
Dr Dag Helmers, President of the Congress; by the 
Chancellor of the Exchequer, Mr Gunnar Sträng, and by 
the President of IFA, Dr Mitchell B. Carroll (С.5.А.). 

Mr Sträng noted with interest that the subject of changes 
in the tax system as a part of economic stabilization was 
included in the Congress programme. He observed that this 
subject involved a discussion of the balance between direct 
and indirect taxes, a matter which was a continuing 
dialogue in the harmonization endeavours which were being 
increasingly manifested in Е.Е.С. and EFTA. He further 
commented on the interesting question of how far in- 
creasing harmonization of taxation between groups of 
countries would effect the use of the taxation instrument in 
the context of economic stabilization. He also indicated 
Sweden’s special interest in the other Congress subject — 
the concept of permanent establishment. Sweden, he said, 
had made considerable progress in the signature of double 
taxation conventions and was pleased that permanent 
establishment problems would be ventilated at the Congress. 


President's address 


The President of the Association referred to the pioneering 
efforts of Sweden in the field of international tax trezties, 
largely through the efforts of the famous judge and tax- 
legislator Dr de Kuylenstierna, and one of the founders of 
IFA, Dr К. G. A. Sandström. While the U.S.A’ had been 
primarily concerned with tax conventions to limit juris- 
diction over income taxes, the Swedes covered also taxes on 
property, succession duties, dealings through agents, and 
shipping and air transport. 

He stated that Sweden had been more mindful, by its 
emphasis on the exemption principle, of the sovereign rights 
of other Governments. In general, and for the purpose of 
encouraging other countries to enter into treaties, Sweden 
had agreed to renounce its jurisdiction over various types of 
income, and thus respected the fiscal sovereignty. of the 
country of source. In 1928, Sweden signed its first conven- 
tion on direct taxes, with Germany, and in 1938 signed a 
convention with the U.S.A., where a withholding rate for 
dividends was negotiated. Since that time Sweden had 
pioneered tax treaties with increasing momentum, and was 
ahead of all other countries in the flexibility of its approach. 

Mr Bérje Villard, Managing Director of the Swedish 
Institute of Foreign Law, gave a most interesting address 
at the opening session on the subject of the ‘Avoidance 
of double taxation in-Sweden’. He emphasized Sweden's 


innovating role in the negotiation of bilateral treaties. 
Sweden was the first country to conclude a tax treaty in 
South America; the treaty with Argentine was signed in 
1962. This was followed by treaties with Brazil and Peru 
and negotiations were under way with Colombia and Chile. 
In Asia, Sweden had treaties with Ceylon, India, Japan, 
Pakistan and Thailand, and in Africa with the United Arab 
Republic, Morocco, Tunisia and South Africa. The 
Swedish tax treaty network in Europe covered all countries 
outside the Eastern Bloc with the exceptions of Luxemburg, 
Turkey, and Portugal. The total Swedish count in tax. 
treaties was over thirty, and in addition the convention with 
the United Kingdom had been extended to several Com- 
monwealth territories. 


Application of credit method 


The Swedish approach to tax treaties has been distinctive 
by its particular emphasis on the exemption principle, and 
by its use of a tax-sparing clause. The older Swedish 
treaties relied heavily on the exemption principle, but also 
used a combination of credit and exemption methods. In 
the last two years, however, Sweden has, with one exception 
(the treaty with Peru, which had to follow the Argentine 
basis, and the negotiations for which in any case were 
commenced in 1963) consistently used the credit method as 
the main approach. It has been applied in the treaties with 
Brazil, Canada, the Philippines and. Switzerland. Even in 
these treaties, the exemption method still applies to public 
salaries and to certain inter-company dividends. 

Tax-sparing clauses in tax treaties have followed the 
introduction of special tax incentives by many developing 
countries. The application of the credit method for the 
avoidance of double taxation means that.the tax remissions 
go to the benefit of the Treasury in the investors’ home 
countries and not for the benefit of the investor. In order to 
encourage Swedish participation in the industrial growth of 
developing countries, Sweden has introduced tax-sparing 
clauses into the conventions with Argentine, Brazil, Peru, 
Greece, Ireland, Spain, the Philippines and Thailand (this 
is a much better record than the United Kingdom on the 
same subject). Mr Villard emphasized the need for greater 
uniformity in conventions between industrialized апа 
developing. countries, a hope which may be realized if the 
current work of O.E.C.D., on this problem progresses 
faster and more successfully. . E 

'The first subject discussed at the working sessions was 
‘Changes in the tax system as part of a stabilization policy ~ 
their technical and legal implications’. The general report 
was presented by Dr Dag Helmers, of Stockholm, the 
Congress President. ''here were twelve national reports on 
this subject. The British report was prepared by Mr John F. 
Chown. : 3 

In the discussion the first question related to what taxes 
from the legal and technical point .were unsuitable as 
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instruments for stabilization po icy. There was considerable 
difference amongst speakers ог. what was appropriate. Dr 
Pick (Israel) felt that where t:x was used for short-term 
economic measures it was better to speed up or slow down 
collection rather than change rates or systems. Dr Dan 
Throop Smith (U.S.A.) said gcvernments should reflect on 
what was reasonable and added that it was lamentable that 
in the United Kingdom top individual rates were nearly 
тоо per cent. He might have beer. more pointed in his remarks 
if he had been a British surtax payer who was singled out 
for further contributions under the measures announced 
on July 22nd, 1966! 


Short-term regulator 2 


Dr Fischer (Germany) said thzt the German Government 
did not intend to use the forthce ming T.V.A. as a regulator, 


while M. Laxan (France) formerly Director-General of. 


Direct Taxes, said T.V.A. offered great opportunities as а 
regulator. Perhaps so, but the very universality and rigidity 
of T.V.A. would seem to argus the opposite. M. Pelletier 
(France) thought taxes were not "пајог stabilizers or the most 
important; they might even be dangerous if used by in- 
dividual countries in E.E.C. Five out of six of the E.E.C. 
countries were in recession anc. tax changes in the short- 
term by a single country could have contagious effects on 
the others. 

Dr Fosceanu (France) said the use of tax as a short-term 
regulator gave rise to apprehersion. It was frightening to 
him that a parliamentary dercocracy should allow tech- 
nocrats to manipulate taxation without due process of law 
and deep consideration by Pariament. They were apt to 
indulge in experiments сл were bad for business 
confidence (progenitors of ЗЕТ, please note). Manipul- 
ation of tax systems was an obst:cle to the normal operation 
of constitutional processes and 3e was opposed to allowing 
E.E.C. technocrats any large scope for manceuvre. If the 
fiscal system was to be used fœ stabilization it should be 
under the control of parliaments, not bureaucrats. Dr 
Klimowsky (Israel) said that foreign investors should be 
protected against emergency measures of stabilization in 
developing countries. He addec that history was eloquent 
on the way temporary fiscal measures became permanent. 
Mr Khana (India) said that the advice of Professor Kaldor 
had been that taxes should be used both as incentives and 
for developing an egalitarian society. Mr Khana felt that so 
long as finance and fiscal policy was operated by party 
politicians, there were serious objections to the use of taxes 
as stabilizers. Political prejudice impinged on economic 
deliberations. 

During the debate serious wcrries were expressed about 
the dangers of retroactive legishtion in the tax field. If it 
was required that stabilization measures showed an im- 
mediate breakthrough, there was danger of neglecting moral 
rights in favour of economic re-ults. The effect of this on 
long-term taxpayer morality could be serious and was 
generally overlooked. 


Adverse effects on capita. market 


Another basic problem was the possibility that national 
fiscal moves for stabilization Бад adverse effects on the 
organization of the internaticnal capital market. The 
effects on other countries of the С.5.А. and United Kingdom 
checks on overseas investments were notable. What was 
internationally incidental to stabilization policies in the 
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countries where such policies originated, could be devas- 
tating for individual countries dependent upon international 
trade. 

The resolution passed on the first subject said that tax 
changes useful for stabilization could be regarded as in- 
equitable or inconsistent with tax policies for the long-term. 
There was also a possibility of lasting distortions of com- 
petition between various sectors of an industry. Since 
World War II there had been a considerabíe degree of 
international consensus on the avoidance of the use of 
taxes as instruments of trade policy. There had been no 
such consensus in the effect of taxes on international 
movements of capital and some rules on this would be 
helpful to avoid distortions, especially within free trade or 
common market areas. 

The resolution stressed the fact that governments require 
to know much more about the role of taxation in stabili- 
zation, and that meanwhile their so-called experts were 
being allowed to monkey about with economies to the 
detriment of industry, private individuals and the future of 
the countries concerned. 

The second subject for discussion was the development 
of the idea of the permanent establishment, notably from 
the point of view of harmonization in future double tax 
agreements. The general report was written by Dr Raoul 
Lenz, of Geneva, and there were eleven national reports, 
including a British report by Mr D. A. Longman, Е.С.А. 
Dr Lenz contrasted the Continental conception of per- 
manent establishment, which was based on the allocation 
of profit by reference to the importance of the various 
establishments to the enterprise as a whole, with the 
Anglo-Saxon concept of source of income coupled with tax 


.credits for taxes paid elsewhere. In practice, the two 


criteria have been considerably modified. Тће use of the 
permanent establishment concept to exempt foreign income 
(as in Holland, Switzerland, France, Italy) is an appli- 
cation of the exemption principle against the principle of 
tax credit. The latter seems to be extending its scope, 
especially under the influence of O.E.C.D. The use of the 
permanent establishment principle is also important in the 
field of the liability to tex of a foreigner as compared with 
doraestic taxpayers. In this connection its use appears to be 
spreading. 


O.E.C.D. influence 


In the international field, there was unanimous opinion 
on the influence of the O.E.C.D. definition of permanent 
establishment. The influence is not total, and the U.S. 
Government in practice does not seem to be too favourable 
to the O.E.C.D. text. There was constant reference to the 
degree of uncertainty which still arises in practice. There 
was also some forceful comment (from Dr Strobl and Dr 
Deibatin, of Germany) on the fact that while there were still 
marginal points of doubt about permanent establishments, 
the real problem now emerging was of allocation of profits 
between companies in verious countries. 

There are problems in the application of permanent 
establishment ideas to conventions with developing 
countries, particularly with ships, construction sites, sales or 
purchase offices and permanent representatives. There is at 
present no real consensus on how these modifications 
should be applied, Mr Dar-Ziv (Israel) asked if there was 
any possibility of these being laid down for treaties with and 
between under-developed countries. The draft multilateral 
convention between French-speaking African countries 
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goes well beyond O.E.C.D. model draft ideas and includes 
items that the O.E.C.D. definitely specifies as not con- 
stituting permanent establishments, like purchasing offices. 
M Leboeuf (France) said that one anomaly of the present 
different definitions of purchasing offices as permanent 
establishments was that European purchasing offices in 
Africa are taxed, while African purchasing offices in 
Europe are not. 

In the resolution passed by Congress on the question of 
permanent establishment, the hope is expressed that 
countries negotiating double tax agreements will not tinker 
with the model definition of permanent establishment, but 
will leave it to O.E.C.D. to make adaptations and im- 
provements. It also refers to the uncertainty which results 
from the absence of precise practical rules and requests the 
governments involved to publish relevant decisions. It 
draws attention to point'9 of the O.E.C.D. commentary 
on.article 25 which suggests recourse to the Fiscal Com- 
mittee in a consultative capacity where there are difficulties 
of practical interpretation. It also recommends the 
continued study by the Fiscal Committee of O.E.C.D. of 
certain specific points of difficulty in connection with 
dependent agents, after-sale services, and the dispensation 
of know-how. As the chairman and the secretary of the 
Fiscal Committee of O.E.C.D. were present at the dis- 
cussions, it may be hoped that the discussions will act as an 
immediate stimulus to the resolution of points of difficulty 
and definition. 
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Social programme 


The Swedish hosts at the Stockholm Congress did not 
neglect the extra-curricular needs of delegates and guests. 
A reception was given by the Kooperativa Forbundet at the 
Town Hall; there was a boat trip round the Stockholm sea- 
approaches and a visit to the Wasa Museum; a performance 
of the opera bouffe “Га Canterina’ at the eighteenth- 
century theatre of Drottingholm; a visit to the Skokloster 
Palace followed by a lunch at the Hall of State in the Castle 
cf Uppsala; and the proceedings terminated with a banquet 
and ball at the Winter Gardens of the Grand Hotel Royal. 

The organization of the Congress was of a high order and 
was under the direction of Dr Helmers and his staff. Also, 
as if to fill the cup of the Congress delegates to overflowing, 
the Swedish hosts threw in a seminar on Swedish tax laws, 
with papers on “The corporate income tax in Sweden’, by 
N. G. Hornhammar; ‘Income and capital gains taxes on 
individuals in Sweden’, by Leif Mutén; ‘Indirect taxes in 
Sweden’, by E. Eklund, and ‘The taxation of legacies and. 
gifts in Sweden’, by G. Englund. { 

It was announced in Stockholm that the IFA Congress 
for 1968 will take place in Montevideo on October 7th. 


United Kingdom readers interested in the activities of the 
International Fiscal Association should apply to. the 
Honorary Secretary of the British Branch at 6 St James’s 


` Square, London SW1. 


Second International Conference 


on Accounting Education 


The Second International Conference on Accounting Education was held at Guildhall, London, and the City of London College, from 
Tuesday to Friday of last week when there was an attendance of nearly one hundred and twenty professors and lecturers in accounting 
from over fifteen countries. Pictured is Dr Ernst Knorr, of the University of Cologne, addressing the conference on ‘Accounting 
education in the computer age’. Seated on his right are Mr Ronald Brown, M.P., Chairman of the Council of Europe, who is the 
Foreign Secretary's brother, and Professor John Y. D. Tse, of Purdue University, Indiana; to his left is the conference convener, 


Mr Eric F. Castle, B.Com., F.C.A., of the City of London College. 
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Notes 
and 
Notices 





PROFESSIONAL NOTICES 


Messrs Brown, Peer & ‘TILLY, 
Chartered Accountants, of 62 London 
Wall, London ЕС2, announce that 
Mr B. С. CORNES, F.C.A., retired from 
the partnership on August 31st, 1967, 
but will remain 25 a consultant. They 
also announce that Mr E. J. M. Cox, 
В.А., А.С.А., and Mr P. J. DICKERSON, 
B.SC. (ECON. \, А.С.А., Were admitted into 
partnership on September Ist, 1967. 


Messrs Новвавт, Durose & PAIN, 
Chartered Accountants, of Notting- 
ham, announce that Mr W. T. 
EVERETT, A.C.A, Mr М. J. STACEY, 
А.С.А., and Mr E. Е. TAYLOB, Е.С.А., 
all of whom have been with the firm 
for some years, will join the practice 
on October rst, 1967. 


Messrs Kircuen & Brown, Char- 
tered Accountants, of Helston, 
Cornwall, announce that Mr KENNETH 
Ivison, F.C.A., has been admitted as a 
partner on September rst, 1967. 


Messrs RagpPag Davpa & Co, 
Chartered Accountants, and Messrs 
S. В. Ввлнмвнатт & Co, Chartered 
Accountants, announce that their re- 
spective practices have been amal- 
gamated, and that the joint practice 
will be carried on under the name of 
ВАЈРАК, Davpa & Co (incorporating 
S. В. BRAHMBHATT & Co) at the pre- 
sent premises of Raypar, Davpa & Со. 
The partners in the said firm will be 
Messrs S. P. Quick, БА. A. М. 
ВАЈРАВ, А.С.А., P. D. DAVDA, A.C.A., 
N. E. КАМП, A.C.A, and S. B. 
BRAHMBHATT, A.C.A. 


Messrs У/нттЕнил, MARSH JACKSON 


& Co, of Warwick House, Warwick ~ 
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Court, London WC1 and Eppis & 
ASSOCIATES, of Suite 1200, 110 Yonge 
Street, Toronto, announce the forma- 
tion of an associated firm, WHITEHILL 
Ерріз & Co, having offices at the 
addresses above. The representative 
partners in Toronto are Messrs D. А. 
AMPLEFORD and А. 5. LEVITT, and in 
London Messrs В. C. б. Тіввгкѕ and 
J. SMURTHWAITE. 


Messrs WRIGLEY, Crecan, Topp 
& Co, Chartered Accountants, of 10 
and 12 Copthall Avenue, London 
EC2, announce that Mr С. A. Topp, 
С.А., is retiring from the firm as from 
October ist, 1967; he will continue to 
be available to the firm in a consulta- 
tive capacity. The practice will be 
continued by Mr V. J. EDMONDS, 
Е.С.А., under the same style and at the 
same address as heretofore. 


Messrs ARTHUR YOUNG, CLARKSON, 
Совром & Co (Brazil), announce the 
admission to partnership of Mr Davip 
Fenton MILLER, A.C.A., effective from 
July 1st, 1967. Мг MILLER will be 
resident at the São Paulo office. 


Appointments 


Mr С. Bowden, Е.С.А., has been 
appointed secretary of Danks of 
Netherton Ltd, following the recent 
death of the late secretary, Mr 
W. Е. L. Kirby, F.c.a. 


Mr Courtney Nickels Luscombe, 
F.C.A., has been appointed the first 
group financial director of British 
Uralite Ltd, and Mr Nicholas Owen 
Lance, A.C.A., has been appointed 
secretary of the company. 


Mr James Lamb, F.c.a., has been 
appointed a director of Clutsom & 
Kemp Ltd. 


: Mr Allan T. Priestley, F.C.4., has 
been appointed a director of Jordison 
& Co Ltd. 


Mr George S. Smart, r.c. w.A., has 
been appointed a group general 
manager in the new management team 
of the Co-operative Wholesale Society 
Ltd. 


Mr A. B. Snow, Е.С.А., has been 
appointed chairman of "Gough & 
Co (Hanley) Ltd. 


Mr John F. Whitehouse, A.C.W.A., 


commercial manager of Rapid Mag- 


netic Ltd, has been appointed a joint 
general manager of the company. 


. Me G; Williams, a.a.c.c.a., has 


béen appointed generat gap of. 


Steelfab Ltd..-- 


September 9th, 1967 


MEMORIAL SERVICE 


Тће memorial service for Mr E. 
Cassleton Elliott, С.В.Е., F.C.A., whose 
death was reported in The Accountant 
of August rath, will be held at 12 
noon on September 2oth, at St 
Lawrence’ Jewry, next Guildhall, 
Lendon ЕС2. 


DOUBLE TAXATION 
United Kingdom – Belgium 


A Double Taxation Convention 
between the United Kingdom and 
Belgium relating to taxes on income 
was signed on August 2gth at the 
Foreign Office and replaces the exist- 
ing Convention between the two 
countries. Lord Chalfont signed for 
the United Kingdom and M 
Groothert, Belgian Chargé d'Affaires, 
for Belgium. 

The Convention is subject to rati- 
fication and the text will be published 
shortly by Н.М. Stationery Office. 


United Kingdom — Malaysia 


The Double Taxation Agreement with 
Malaysia, which was signed on July 
17th, 1967, and which replaces the 
arrangements made in 1949 and 1950 
with the Federation of Malaya, with 
Sabah, and with Sarawak, was pub- 
lished on August 25th as a Schedule 
to a draft Order in Council. 


5 PER CENT DEFENCE BONDS 
(SECOND ISSUE) 


Conversion Offer ` 


The Treasury has announced that a 
conversion offer will be made to 
holders of 5 per cent Defence Bonds 
(Second Issue) purchased in the 
period June 16th, 1960, to December 
15th, 1960, which mature on December 
15th, 1967, and are repayable at 
£103 per cent. 

Holders of such Bonds will be 
invited to exchange their holdings on 
December 15th, 1967, into 54 per cent 
National Development Bonds (Second 
Conversion Issue) which will be 
repayable on application at {102 per 
cent upon maturity. 

Holders who accept the offer of 


-conversion will receive on December 
.15th, 1967, the final interest payment 


on the matured Defence Bonds, at 
£5 рег cent per annum for the‘period 
June 15th, 1967, to December: 14th, 
1967; together with the maturity 


September 9th, 1967 


premium of £3 per cent on Bonds 
exchanged. 

The terms of these new Bonds will 
be the same as those of the 54 per cent 
National Development Bonds (First 
Issue) currently on sale, except that 
interest will be payable on June 15th 
and December 15th. 

Holders of the maturing 5 per cent 
Defence Bonds (Second Issue) who 
decide not to accept the conversion 
offer should apply for repayment, as 
interest will not be payable after the 
Bonds mature on December 15th, 
1967. 

- The list of acceptances of the con- 
version offer will be closed on Sep- 
tember 15th, 1967.. 
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EXPORT FINANCE BOOKLET 

A short booklet entitled Finance for 
Export has been compiled by Exporters 
Refinance Corporation Ltd describ- 
ing the credit facilities . available 
from the Corporation for both British 
companies selling overseas and foreign 
buyers dealing with British manu- 
facturers. 

The booklet will be of interest 
principally to exporters and foreign 
importers of industrial and capital 
goods dealing in orders for which 
medium- or long-term credit is re- 
quired. The financing of four types of 
operation are discussed — one-off deals; 
regular sales to overseas agents, dis- 
tributors or dealers; the purchase of 


CRICKET: CHARTERED ACCOUNTANTS v. THE LAW SOCIETY 


For once the sun shone on the annual 
match between The Institute of Char- 
tered Accountants and The Law 
Society played at the Old Deer Park, 
Richmond. 

On the fast wicket and outfield pro- 
vided by the Richmond Cricket Club, 
the Institute soon built up a rapid rate 
of scoring. At lunch, after 85 minutes’ 
play, the score stood at 126 for 3, to 
which White had contributed 52 and 
Henley 46. With the scoring rate 
increasing still further after lunch the 


Chartered Accountants 
“К. A. Henley, st. Towner, b. 


Picton-Turberville 46 
R. A. A. Paterson, c. Picton- 
Turberville, b. Williams 19 
C. А. Н. White, c. Picton- 
Turberville, b. Baxter 52 
G. L. Prain, not out 75 
*R. D. J. Morgan, c. Burgess, b. 
Picton-T'urberville 49 


T. J: Kendall с. Towner, b. 
Picton-Turberville 


W. F. Urmson, b. Picton- 
Turberville | 3 
Н. N. Matthews, not out I 


N. D. Morgan, J. M. Mottram, 
Т. В. Stafford (Capt.) did not bat. 
Extras (b.4, 1.-b.8) 12 


Total (6 wkts) 261 


Fall of wickets: 1-28, 2-110, 3- 
126, 4-216, 5-233, 6-257. 


Bowling: Burgess, 8-1-33-0; 
Williams, 10-2-38-1; Messenger, 
5-1-20-0; Baxter, 9-0-56-1; 
Picton-Turberville, 8-0-37-4; 
Loosemore,  6-r-16-o0; Price, 
7-0-49-0. 


Institute were able to declare at 3.35 
p.m. after quite a lot of free hitting by 
Prain and Morgan. 

The Law Society lost early wickets 
with a fine spell of bowling by 
Mottram, but a great innings of 
84 by Messenger brought the Law 
Society back into the game. In a 
dramatic over by Mottram within three 
minutes of drawing stumps the 
last two wickets fell to give the 
Institute victory by 57 runs. The 
scores were: . 


Law Society 

J. H. Loosemore, b. Mottram 6 
P. G. Nathan (Capt.), c. Morgan, 

b. Mottram 6 
R. С. A. Baxter, с. Prain, b. 

Urmson 23 
A. P. Williams, c. Kendall, b. 

Mottram 6 
*R. E. Towner, c. Morgan, b. 

Paterson 12 
C. Messenger, c. Morgan, b. 

Paterson 84. 
W. Picton-Turberville, c. Prain, 

b. Urmson | 2 
С. Е. Oakley, с. Morgan, b. 

Mottram 26 
S. Brice, c. Kendal, b. 

Mottram 22 
R. F. de Lattre, not out 8 


S. G. F. Burgess, c. Urmson, b. 
Mottram 
Extras (b.2, 1.-b.7) 


Тваі: 2 
Fall of wickets: 1-12, 2-15, 3—25, 


4743, 5—79, 6-108, 7-148, 8-191 
9-204, 10—204. 


Bowling: Mottram, 17-4-55-6; 
Paterson, 20-4-64-2; Urmson, 
15-0-70-2; Matthews, 3-1-6-0. 


*Wicket-keeper: 
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complete plants or factories, and 
Government-sponsored buying. 
Copies of the booklet are available 
free of charge from the Corporation’s 
offices at Сиу Bridge House, 57 
Southwark Street, London SEr. 


SIERRA LEONE APPOINTMENT FOR 
CHARTERED ACCOUNTANT 


Mr R. E. Bancroft, F.c.a., has been 
appointed Deputy Financial Secretary 
to the Sierra Leone Ministry of 
Finance. He has been recruited by the 
Ministry of Overseas Development on 
behalf of the United Nations for a 
two-year assignment and is due to 
leave for Freetown on October 6th. 

Mr Bancroft, who was admitted to 
membership of The Institute of 
Chartered Accountants in England 
and Wales in 1940, will advise the 
Ministry of Finance on strengthening 
and improving the operations of 
Government corporations, particularly 
their financial management and official 
utilization of resources. He will also 
train officials in accounting and man- 
agement procedures and practices. 
There are at present nine Government 
corporations in Sierra Leone. 

During his career Mr Bancroft, who 
at present lives in Brighton, has 
worked overseas for some consider- 
able time. He has been security 
director of a group of companies in 
Fiji; secretary and accountant of the 
West Indies Sugar Co Ltd in Jamaica; 
deputy chief accountant of the 
Cameroons Development Corporation 
in West Africa, and senior accountant 
with a firm of chartered accountants in 
Khartoum, Sudan. 


EDUCATION DISCUSSION GROUP 


An Education Discussion Group has 
been formed within the London and 
District Society of Chartered Account- 
ants. Its objects are to discuss current 
problems and issues concerning the 
now rapidly changing educational 
scene. It is intended that the group 
shall be broadly based and provide a 


· forum for members in practice, in 


commerce and industry, and in 
education. 

Topics it is intended to discuss in- 
clude the implications of the report 
‘Horizons for a profession, the com- 
mon body of knowledge for certified 
public accountants’, recently published 
by the American Institute; develop- 
ments in accountancy training and 
education in Canada, and the rele- 


334 


vance of subjects,-such as economics, 
mathematics and -social science to 
basic training. “ 

'The Group will meet on the second 
Tuesday of each month at the 
National Liberal Club, Whitehall Place, 
London SW), at 6 for 6.30 p.m., and 
the inaugural meeting will be held on 
September 12th. The chairman of the 
group is Mr John Smurthwaite, F.C.A., 
and the vice-chairman is Mr Michael 
Marsh, А.С.А. 

Members interested in joining the 
group should write to the hon. secre- 
tary, Mr Henry Mosert, F.C.A., Enfield 
College of Technology, Queensway, 
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COURSES FOR MANAGEMENT 


A series of one-day courses dealing. 


with monthly accounts and discounted 
cash flow among other subjects is to 
take place in Londcn during next 
month and November as follows: 
‘Speed up your manthly accounts’: 
October 3rd (to be repeated in 
Manchester on Ос-обег 17th). 
‘Discount the cash flow’: October 
4th (to be presented in Manchester 
on October 3rd). 
‘How to forecast and budget sales’: 
October 17th. 
‘How to install budgetary control and 
standard costs’: November 7th (to 
be repeated in Manchester on 


September 9th, 1967 


Further particulars cf these and 
other courses are obtainable from Dr 
J. М. S. Risk, B.COM., PH.D., C.A., 
F.C.W.A., J-DIP.M.A. Р.О. Вох до, 
Amersham, Bucks. 


ECONOMIC CONDITIONS 
OVERSEAS 
Two further booklets in the 1966-67 
series dealing with economic condi- 
tions in member and associated 
countries of the Organization for 
Economic Co-operation and Develop- 


‘ment have recently been issued cover- 


ing Italy and Japan. Copies of the 
booklets are obtainable from H.M. 


Enfield, Middlesex. 


November 14th). 


Stationery Office, price 5s each. 


The Institute of Chartered Accountants 


in Ireland 


Meeting of the Council 


Ta August meeting of the Council of The Institute of 
Chartered Accountants in Ireland took place in Belfast 
when the attendance was as follows: | 

Mr N. V. Hogan, President, in the chair; Messrs T. D. 
Lorimer, Vice-President, Н. F. Bell, С. А. P. Bryan, M. 
M. Connor, R. N. Crawford, Niall Crowley, W. J. Johnston, 
Thomas Kenny, C. H. Nicholson, H. W. Robinson, C. F. 
Smith, A. J. Spain, and А. W. Warnock, with the Secretary, 
the Joint Secretary, and Assistant Secretary (B. J. Lynch). 

Apologies for absence were submitted from Messrs А. 
5. Boyd, D. 5. A. Carroll, John Love, W. Н. O'Donnell, 
D. H. Templeton, and F. C. Winkelmann. 


Practice 


The following were admitted to practice: 
Sherriff, Dernis Gordon, F.c.a., London (re-admission). 
Byrne, Denis Joseph, A.c.4., Dublin. 
It was noted that the following members had ceased to 
practise: 
Clee, John Jeffrey, F.c.4., Lagos. 
Seymour, Samuel Edgar, F.c.a., Guernsey. 


Membership 


. The following were admitted to membership as Associates 
not in Practice: 
Coady, Michael John, Dublin. 
Richardson, Peter Joseph, London. 


Deaths 


The deaths of the following members were noted with 
regret: | 

Greer, Thomas, А.С.А., Canada. 

MacDonagh, John У. N., F.c.a., Dublin. 

Sedgwick, John, Е.С.А., Capetown. 

Sheehy, Padraig C., a.c.a., Dublin. 


Dianer 


It was noted that the Institute Dinner would be held іп 
Dublin on Thursday, October rath, 1967. 


Committees 

Reports were submitted from the following committees: 
Courses; Dinner; Disciplinary; Examination; Finance 
and General Purposes; Future Plans; Industrial and 
Administrative Members’ Consultative; Library; Par- 
liamentary and Law. 


Decimal Currency: Choice of Unit 


Approval was given to the submission to the Minister for 
Finance and the publication of a memorandum entitled 
Decimal Currency: Choice of Unit, prepared by the Institute, 
The Association of Certified and Corporate Accountants 
(Irish Branch), and The Institute of Cost and Works 
Accountants (Republic of Ireland Committee). 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone Victoria 2002 (3 lines) 
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New Legislation 


The date indicates when an Act received the Royal Assent 





Chapter 56: 
Matrimonial Causes Act 1967 


Ап Act to confer jurisdiction on 
county Courts in certain matrimonial 
proceedings; and for purposes con- 
nected therewith. 


Price Is. July 21st, 1967. 


Chapter 57: | 
Control of Liquid Еџе! Act 1967 


An Act to make temporary provision 
for controlling the supply, acquisition 
and consumption of liquid fuel and 
of lubricating oil and grease, and for 
purposes connected therewith. 


Price Is. July 21st, 1967. 


Chapter 58: 
Criminal Law Act 1967 


Ап Act to amend the law of England 
and Wales by abolishing the division 
of crimes into felonies and mis- 
demeanours and to amend and simplify 
the law in respect of matters arising 
from or related to that division or the 
abolition of it; to do away (within or 
without England and Wales) with 
certain obsolete crimes together with 
the torts of maintenance and cham- 
perty; and for purposes connected 
therewith. | 
Price 3s 6d. July 21st, 1967. 
Chapter 59: 
Appropriation Act 1967 

Apply a sum out of the Consolidated 
Fund to the service of the year ending 
on March 31st, 1968, and to appro- 
priate the further supplies granted in 
this Session of Parliament. 


Price 4s 6d. July 27th, 1967. 


Chapter 60: 
Sexual Offences Act 1967 
An Act to amend the law of England 
and Wales relating to homosexual acts. 


Price Is. Fuly 27th, 1957. 


Chapter 61: 
Public Works Loans Act 1967 
An Act to make further provision with 
respect to loans out of the Local Loans 
Fund. у 


Price 5d. July 27th, 1967. 
· Chapter 62: 


Post Office (Data Processing Service) 
Act 1967 

Ап Ac: to authorize the payment out of 
the Post Office Fund of the expenses of 
the Postmaster-General in providing 
services and facilities for the pro- 
cessing of deta by computer, and to 
impose an obligation of secrecy in 
connection with the provision by him 
of such services and facilities. 


Price 5d. July 27th, 1967. 


Chapter 63: 
Bermuda Constitution Act 1967 


An Act to provide for the grant of a 
new constitution for Bermuda. 


Price 5d. July 27th, 1967. 


Chapter 64: 
Anchors and Chain Cables Act 1967 


An Act to make new provision in 
substitution for the Anchors and 
Chain Cables Act 1899. 


Price 8d. July 27th, 1967. 
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Chapter 65: | 

Antarctic Treaty Act 1967 
Ап Act to enable effect to be given to 
measures for the conservation of 
Antarctic fauna and flora which, in 
pursuance of the Antarctic Treaty 
signed at Washington on December 
Ist, 1959, have been or may hereafter 
be recommended for approval by 
contracting parties to that treaty; and 
for other purposes connected with the 
Antarctic Treaty. 
Price 25. July 27th, 1967. 
Chapter 66: 

Welsh Language Act 1967 
An Act to make further provision with 
respect to the Welsh language and 
references in Acts of Parliament to 
Wales. 


Price ва. July 27th, 1967. 
Chapter 67: 
Irish Sailors and Soldiers Land Trust 
Act 1967 


An Act to enable the Irish Sailors and 
Soldiers Land Trust to provide, or 
assist in the provision of, living ac- 
commodation other than cottages; and 
to extend the powers of the Trust to 
sell cottages to the widows of former 
tenants. 


Price 5d. July 27th, 1967. 
Chapter 68: 
Fugitive Offenders Act 1967 

An Act to make fresh provision for the 
return from the United Kingdom to 
other Commonwealth countries and 
United Kingdom dependencies of 
persons accused or convicted of 
offences in those countries and de- 
pendencies; to regulate the treatment 
of persons accused or convicted of 
offences in the United Kingdom who 
are returned from such countries and 
dependencies; to authorize the making 
of corresponding provisions for United 
Kingdom dependencies, including pro- 
visions for the return from such 
dependencies of persons accused or 
convicted in the Republic of Ireland; 
and for purposes connected with the 
matters aforesaid. 


Price 15 да. July 27th, 1967. 


IMPORTANT MESSAGE TO ALL QUALIFIED ACCOUNTANTS 
100 PER CENT MORTGAGES FOR PURCHASE PRACTICE/PARTNERSHIP/CAPITAL 


Full details from 


LIFE AND DISABILITY INSURANCES 


J- W. SLEATH & CO LTD, Incorporated Insurance Brokers, 58 Theobald’s Road, London WC1 


Tel. 01-242 4375 
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Chapter 69: 
Civic Amenities Act 1967 


An Act to make further provision for 
the protection and improvement of 
buildings of architectural or historic 
interest and of the character of areas 
of such interest; for the preservation 
and planting of trees; and for the 
orderly disposal of disused vehicles 
and equipment and other rubbish. 

Price 2s 3d. July 27th, 1967. 


Chapter 70: 
Road Traffic (&mendment) Act 1967 


Ап Act to make provision for securing 
compliance with the requirements 
imposed by law as to the use of motor 
vehicles and trailers on roads and their 
construction, equipment, weight and 
condition, and for exempting persons 
convicted of offences against such 
requirements from the consequences of 
conviction, and to remove doubts 
about the extent of the power to make 
Orders under the Motor Vehicles 
(International Circulation) Act 1952. 

Price rs ба. July 27th, 1967. 


Chapter 71: 
Aden, Perim and Kuria Muria Islands 
; Act 1967 


An Act to make provision for, and in 
connection with, the relinquishment of 
Her Majesty’s sovereignty over Aden, 
Perim айа the Kuria Muria Islands, 
and to amend the definition of 
‘Governor’ in section 32 (1) of the 
British Nationality Act 1948. 

Price rs 6d. July 27th, 1967. 


Chapter 72: 
Wireless Telegraphy Act 1967 


Ап Act to enable the Postmaster- 
General to obtaia information as to 
the sale and hire of television receiving 
sets; to enable him to prohibit the 
manufacture or importation of certain 
wireless telegraphy apparatus; to make 
provision for requiring applicants for 
vehicle excise licences to give inform- 
ation about such apparatus installed in 
vehicles; to make miscellaneous 
amendments in the Wireless Теје. 
graphy Act 1949; and for connected 
purposes. 


Price 1s 9d. July 27th, 1967. 
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Chapter 73: 
National Insurance Act 1967 
An Act to amend the provisions of the 
National Insurance Act 1965, the 
National Insurance (Industrial 


Injuries) Act 1965 and the Industrial : 


Injuries and Diseases (Old Cases) Act 
1967 as to contributions, benefit and 
insurable employments; to provide for 
the set-off of certain overpayments; to 
confer temporary power to increase 
family allowances by order; and for 
connected purposes. 


Price 25. July 27th, 1967. 
Chapter 74: 
Greenwich Hospital Act 1967 


Ап Act to amend the enactments 
relating to .Greenwich Hospital in 
respect of the investment of capital 
money and the annual estimates of 
income and expenditure. 


Price 5d. july 27th, 1967. 


Chapter 75: 
Matrimonial Homes Act 1967 


Ап Act to amend the law of England 
and Wales as to the rights of a husband 
or wife to occupy a dwelling-house 
which has been the matrimonial home; 
and for connected purposes. 


Price 1s 6d. Faly 27th, 1967. 


Chapter 76: 
Road Traffic Regulation Act 1967 


Ап Act to consolidate certain en- 
actments relating to road traffic, with 
corrections and minor improvements 
made under the Consolidation of 
Enactments (Procedure) Act 1949. 


Price 9s. July 27th, 1967. 


Chapter 77: 
Police (Scotland) Act 1967 


An Act to consolidate certain en- 
actments relating to police forces in 
Scotland and to the execution of 
warrants in the border counties of 
England and Scotland and to repeal 
certain provisions relating to the police 
in Scotland which have ceased to have 
any effect. ` 


Price 45. July 27th, 1967. 


FULLER, HORSEY 


` SONS & CASSELL 


10 Lloyd's Avenue, London EC3 
ROYal 4861 


-September 9th, 1967 


Chapter 78: 
Water (Scotland) Act 1967 


An Act to provide for the establish- 
ment of regional water boards and a 
Central Scotland Water Development 
Board, and the transfer to those 
boards of functions in relation to 
water supply in Scotland previously 
exercisable by local water authorities, 
to confer on the Central Scotland 
Water Development Board func- 
tions in relation to the bulk supply 
of water to their constituent regional 
water boards, to enable other regional 
water boards and water development 
boards to be established by order of 
the Secretary of State, to amend the 
Water (Scotland) Acts 1946 and 1949; 
and for purposes connected with the 
matters aforesaid. 


Price 4s. July 27th, 1967. 
Chapter 79: 
Road Traffic (Driving Instruction) 
Act 1967 


Ап Act to provide for the registration 
of persons engaged in giving in- 
struction in the driving of motor 
vehicles and for connected purposes. 


Price Is да. July 27th, 1967. 


Chapter 80: 
Criminal Justice Act 1967 


An Act to amend the law relating to 
the proceedings of criminal Courts, in- 
cluding the law relating to evidence, 
and to the qualification of jurors, in : 
such proceedings and to appeals in 
criminal cases; to reform existing 
methods and provide new methods of 
dealing with offenders; to make further 
provision for the treatment of 
offenders, the management of prisons 
and other institutions and the arrest of 
offenders unlawfully at large; to make 
further provision with respect to legal 
aid and advice in criminal proceedings; 
to amend the law relating to firearms 
and ammunition; to alter the penalties 
which may be imposed for certain 
offences; and for connected. purposes. 


Price ros 6d. Fuly 27th, 1967. 
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THE 


VALUERS & STOCKTAKERS SINCE 1846 : 


Extensive staff of valuers available for stock, fixture, and 
property valuations in all the main distributive trades 
SALE, ACCOUNTANCY, OR PROBATE 


Tom 


ACCOUNTANT 


HOTELS AND RESTAURANTS 
HAMMERSLEY KENNEDY & CO, 18/183 St George 
Street, Hanover Square, London W1, have since 1899 special- 
ized їп the sale and valuation of hotels and catering businesses 
to the exclusion of any other branch of estate agency. The 
partners are members of the leading professional bodies. 


Telephone 01—629 6857. 


ORRIDGES 


AL YOUR BOOK REQUIREMENTS 
CAN BE SUPPLIED BY 


GEE & CO (Publishers) LIMITED 
THE CITY LIBRARY 


151 STRAND, LONDON WC2 


184 STRAND, LONDON WC2 
Telephone 01-836 9212/3 & 6340 


Branches at Birmingham, Leeds, Bournemouth, Liverpool, 


Sheffield and Swansea. 
01—836 0832 








BUILDING FINANCE 


The Southern Trust will buy your land for you 


by private treaty or auction and provide the finance for purchase and building up to 80%. Expert 
advice provided by specialists in field of development to help you decide which land is worth buy- 
ing and which is not. Architectural assistance available if required. Decisions within 48 hours. 


THE SOUTHERN TRUST LTD 
71 Eccleston Square, London SW1 ТАТе Gallery 8689 


FOR ARTICLED CLERKS - Courses for the English, Scottish and 
Irish Chartered Accountants’ and Association Examinations – Over 
46,000 Examination Successes. 


FOR JUNIORS - Carefully graduated Courses in Book-keeping, Audit- 
ing and all Commercial subjects. Specialized Courses for the Prelims. 


FOR MEN IN INDUSTRY – A.C.C.A. Courses ~ 18,000 Examination 
Successes; I.C.W.A. Courses – 16,000 Examination Successes. 


FOR AUDIT CLERKS AND CAREERS IN COMMERCE - 
Courses for А.С.С.А. 


FOR QUALIFIED MEN ~ 
training for Management. 


Send for this 100 page 
Guide to Careers FREE 
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wont tell you, 


try Malcolm Crawford 


28 пЕС1987 


An expert in Business Cycle theory. 

An M.Sc. from the L.S.E. | 

Speaks with a foreign accent (Canadian). 

An ideal economist for the Government, 
you'd think. Except that The Sunday Times 
got him first, and made him Economic 
Editor of the Business News. » 

Malcolm Crawford takes nothing for granted. 
The conventional answers to 

our economic problems 
he believes, are often the ® 

least appropriate. 
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The conformity and Pavlov-dog 
thinking of many of today's economists 
appalls him. He out-pragmatises Mr Wilson. 
All of which makes Malcolm Crawford 
interesting, and often provocative reading. 
Crawford is one of a team that is making 
1967 the most successful year ever for 
The Sunday Times Business News. 
Annual growth rate comfortably over 576. 
Gnomes of Whitehall, Millbank, 
Threadneedle Street, Zürich and 
Hampstead Garden Suburb: please note. 


Pick four company. directors at random. 

Three of them read The Sunday Times 

a Business News. Look into any railway-carriage- 
full of average businessmen. Over half of them 
ll read The Sunday Times Business News. 

79% of all company directors and 5576 of all 

| businessmen read it. The majority of bankers, 
Й brokers, accountants and managers read it. 
That’s considerably more than any other 
business journal. And it adds up to one of the 
most influential audiences you can find. 
Anywhere: ` | 
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Your courses diary 
| 1967-1968 


One of a series of advertisements designed to remind members and non- 
members of the extensive facilities available. 





INSTRUCTIONAL COURSES organised by the Institute are open 
to all members, and non-members when sponsored by a chartered 
accountant. The following list indicates residential courses for 
1967—1968. A series of shorter non-residential courses are now 
being planned. Full details and application forms are sent, prior to 
the courses, to all members of 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 
CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 
CREE LSE EE ARES PE У aa персана У "RENE ER 


No. Subject Dates of Duration Planned Location 
Series of each Size 
1967 Course 
9 EJD.P. 22—28 October 5 days 3x50 Hotel Metropole, Brighton 
10 Management Information 25-30 November 4 days 3x50 Hotel Metropole, Brighton 
1968 
1 Systems Analysis Between 4 & 11 January 4 дауз 3x50 Hotel Metropole, Brighton 
2 Tex Between 18 & 25 February 3 days 4x50 Hotel Metropole, Brighton 
3 ЕВЕ. Between 23 & 30 March 5 days 3x50 Hotel Metropole, Brighton 
4 (Pilot Course) subject to Between 25 April & 2 May 5 days 1x70 Palace Hotel, Buxton 
be arranged 
5 Management Information Between 22 & 28 June 4 days 3x50 Hotel Metropole, Brighton 
*6 Summer Course 11-16 July 5 days 1x200 Christ Church, Oxford 
*7 Summer Course 18—22 September 4 days 1x200 Churchill College, Cambridge 
8 Systems Analysis Between 27 September & 4 days To be Churchill College, Cambridge 
3 October arranged 
9 Course for Members October 5 days To be To be arranged 
(Pilot Course follow-on — arranged 
see 4 above) 
10 ЕВР, Between 3 & 10 November 5 days 3x50 Hotel Metropole, Brighton 
11 Tax Between 1 & 8 December 3 days 4x50 Hotel Metropole, Brighton 
* For members only. » 
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Light on the Economy 


N some circles, the publication of the annual Blue Book on 

National Income and Expenditure is regarded as a statistical 
‘non-event’. In a sense of course, it is, and the 1967 issue pub- 
lished last week (H.M.S.O. price 7s 6d) is no exception. The 
summary statistics for 1966 have already appeared in both the 
Monthly Digest and Economic Trends. But the Blue Book is so 
remarkably comprehensive and it throws such a piercing light on 
every aspect of the economy over the past decade or 50, that it is 
one of the best textbooks on economics to appear each year. 

The key statistic is the gross national product at factor cost. For 
1966, this is given as £324 thousand million; or over /,590 per 
head of population. It is interesting to compare this £590 with 
similar ratios for other industrial countries. This can be done by 
converting gross national product per head expressed in the 
currency of the ccuntry concerned to Дз sterling at the current 
rate of exchange. When this is done, Britain is found to be well 
down the league table. Sweden and Switzerland have a g.n.p. per 
head considerably in excess of the U.K.’s £590. Denmark 
has a figure of £710, Norway 2650, France and Germany each 
around £625 and Belgium £610. Not far below Britain is the 
Netherlands – £520 — and some way behind, Italy with £375. 
Outside Europe, the g.n.p. per head for Canada is £830, and for 
the U.S.A., £1,259. Australia, too, has a higher figure than Britain. 

These comparisons are not very flattering for Britain. A decade 
ago the United Kingdom was above Germany, France and 
Belgium, and relatively much nearer Denmark and Norway. Rates 
of growth in Britain have not matched those of the rest of 
Europewith the one exception of Belgium. The Blue Book showsthat 
over the sixteen years from 1950 to 1966 the gross national product 
showed a volume increase of 57 per cent — an annual average in- 
crease of 2:8 per cent per annum. Over the thirteen years of the 
Conservative administration the annual average increase was 
2*9 per cent. During the past two years the average has been 2 per 
cent and the rise between 1965 and 1966 was less than this — 1$ 
per cent to be precise. One would not expect 1967 to show more 
than а 14 per cent rise on last year. These figures indicate how 
difficult it is going to be to bring up the average annual increase to 
3% per cent – the rate decided upon for the National Plan. Тћеу 
also show how the past sixteen or seventeen years have been be- 
devilled with inflation. 

In money terms the rise in gross national product last year was 
4 per cent, only :4 per cent of which was a real increase; the other 
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2$ per cent came from higher prices. Income from em- 
ployment has risen by an average of 6 per cent a year 
over the past decade against an increase of 2} per cent 
in gross national product. The persistent tendency for 
earnings to overrun outpu: is one of the main causes of 
steadily rising prices, and the loss of export competi- 
tiveness, During this period wages and salaries have 
` been taking a steadily increasing share of gross national 
product. In 1956 income f-om employment was 66% of 
total gross national product; by 1966 the proportion 
had risen to nearly 69 per cent. Income from self- 
employment and gross trading profits of companies 
have not expanded as fast as earnings. 

Slowly but inexorably, therefore, income is being 
diverted from the pockets of shopkeepers and pro- 
fessional people, and from shareholders — into those of 
wage and salary earners. Cr, to put it more precisely, 
an ever-increasing share of the growth in the gross 
national product is finding its way into earnings. 

One way of increasing productivity, and therefore 
the gross national product, is by transferring effort 
from those industries and occupations with lower out- 
put per man to those with a higher output. One purpose 
of the selective employment tax has been stated as 
being precisely this. What has happened in this respect 
of the years 1956 to 1966? In 1956, 4$ per cent of gross 
domestic product was der:ved from agriculture, 3:7 
per cent from mining and quarrying, and 3577 per cent 
from manufacturing industry. Ten years later, the 
percentages were 3:2, 2:1 and 34:1. Agriculture is 


usually considered as an industry with a relatively low. 
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output per man, whilst manufacturing is thought of as 
a relatively efficient industry from the point of view 
of output per man. There has certainly been a diversion 
of effort from agriculture but this diversion has not 
been to the benefit of manufacturing. 

In 1956, public expenditure, which covers current 
and capital expenditure of the central government 
and local authorities, other than debt interest, and the 
capital expenditure of the nationalized industries and 
public corporations, amounted to £6,600 million, or 
35 per cent of gross national product. The correspond- 
ing figures for 1966 were £13,675 million ог 42 per 
cent of gross national product. The handling of an 
ever growing proportion of the nation's income is there- 
fcre passing from the private, to the public sector – a 
tendency which is deplored by some economists on 
the ground that efficiency is lessened thereby. 

In 1956, military defence absorbed one-quarter of 
public expenditure, ten years later military defence 
hed increased by three-eighths but its share of public 
expenditure had fallen to one-sixth: The largest element 
in public expenditure — social services — accounted for 
37 per cent of the total in 1956. In 1966, the proportion 
had grown to 44 per cent. 

A comparison of the way each £1 of personal income 
was spent in 1956 and in 1966 points to some progress 
towards the affluent society. Household expenditure on 
foad fell from 55 6d to 4s sd, that on alcoholic drink and 
tobacco hardly changed — from 2s 7d to 2s 6d – 
while expenditure on the purchase and running of 
cars doubled from 94 to 1s 6d. 





COMPANIES ACT 1967 


Disclosure by 
Directors 


ECTIONS 25 to 32 ‘both inclusive) of the 

Companies Act 1967 require the disclosure of 
certain information relating to directors! interests. 
Section 33 contains provisions for securing disclosure of 
substantial individual interests in share capital carry- 
ing unrestricted voting rights, while section 34 provides 
for this information to be recorded and, subject to 
qualification, made available -or inspection. By virtue 
of section 57 (1) (a) of the Act all these provisions come 
into operation on October 27th, 1967, that is to say; 
at the expiration of the репод of three months 


beginning with the day on which the Act is passed. 

Section 25 penalizes dealings by a director of a 
company in options to buy or sell ‘relevant shares’ or 
‘relsvant debentures’ which mean, respectively, shares 
or debentures of the company, or any other body cor- 
porate which is the company's subsidiary or holding 
company or a subsidiary of the company's holding 
company (referred to in this article and in the side- 
note to the section as ‘associated companies’), provided 
that the shares or debentures have been granted a 
quo:ation on a Stock Exchange within Great Britain 
or e.sewhere. By reason of section 56 (4) the expression 
*body corporate' in section 25 does not include a 
corporation sole (that is, a corporation constituted in 
a single person who, in right of some office or function, 
has corporate status) or a Scottish firm, but does 
include a company incorporated outside Great Britain. 
By ssction 56 (5) references in section 25 to ‘number of 
shares' include amount of stock. 

'The dealings in question fall within three separate 
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categories: (a) a right to call for delivery at a specified 
price and within a specified time of a specified number 
of relevant shares or a specified amount of relevant 
debentures; ог (б) the right to make delivery at a 
specified price and within a specified time of a specified 
number of relevant shares or a specified amount of 
relevant debentures; or (c) a right either to call for 
delivery or make delivery at a specified price and 
within a specified time of a specified number of relevant 
shares or specified amount of relevant debentures. In 
Stock Exchange parlance the section therefore covers 
a ‘call’ option, a ‘put’ option and a ‘double’ option, 
but it is not necessarily confined to such Stock Exchange 
transactions. 

It has often happened that directors and_ higher 
executives of a company have been afforded the 
opportunity, either as a reward for past services or as a 
stimulus to future endeavour, of acquiring shares in the 
company on advantageous terms through the medium 
of options. Usually, as in Salmon v. Weight 14 (А.Т:С. 
47; 19 T.C. 174) nothing was payable for the option 
itself, but in Abbott v. Philbin (39 А.Т.С: 221; 39 
Т.С. 82) а price of £1 was paid for every one hundred 
shares forming the subject of the option. It appears 
from the opening words of section 25 (1) — ‘a director 
of a company who buys’ — that, in the case of directors, 
options of the Abbott v. Philbin variety are caught 
by the section but that options of the Salmon v. Weight 
kind are not. It is doubtless too narrow a construction 
to interpret ‘buy’ as meaning buy for cash. It probably 
includes the purchase for money or money’s worth, 
but the section only applies to ‘directors’ (and persons 
deemed to be directors) and so still permits of em- 
ployees’ options and options to directors which are not 
bought. 

To prevent avoidance, subsection (3) provides that 
a person in accordance with whose directions or in- 
structions the directors of a company are accustomed 
to act will be deemed to be a director of the company. 
These words have a familiar ring and follow, for 
example, the definition of ‘director’ in section 200 (9) 
of the Companies Act 1948 and paragraph 6 (2) of 
Schedule 18 to the Finance Act 1965. In order to come 
within this definition the person in question must be 
accustomed to give directions or instructions to those 
who are formally directors. If a majority of the voting 
shares in a company are held by one person, the direc- 
tors will tend to act in accordance with what they 


conceive to be his wishes, but that would not make him : 


a director. There must- be frequent and continuous 
instruction from him to the directors: Mustoe on Close 
Companies, second edition, 7:11. Moreover, section 
56 (3) specifically provides that a person is not to be 
deemed to be one in accordance with whose cirections 
or instructions the directors of the company are accus- 
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tomed to act by reason only that the directors act on 
advice given by him in a professional capacity. 

‘There is a saving in section 25 (4) for a person who 
buys a right to subscribe for shares in or debentures of 
a body corporate (which presumably includes the 
company or an associated company) or buys deben- 
tures of the body corporate that confer upon the holder 
of them a right to subscribe for, or to convert the 
debentures in whole or in part into, shares of the body 
corporate. In more familiar language, there is nothing 
to prevent a director or person deemed to be a director 
for the purpose of section 25 from buying on the 
Stock Exchange or otherwise the 'right' to subscribe 
for shares or debentures at the issue price of such 
shares or debentures, which usually achieves nothing 
more than a purchase of the company's shares or 
debentures without payment of stamp duty. Similarly, 
there is nothing to prevent a purchase of 'convertible 
debentures' which entitle the holder to convert the 
debentures in whole or in part into shares of the body 
corporate at particular prices per share at particular 
dates, the price per share being higher at a later date 
than at aa earlier date. There is thus a distinction 
between an option and a right in the context of a 
‘rights issue’. In the former the director could use his 
position and his inside knowledge to his own advantage. 
In the latter the price of issue of the shares or deben- 
tures is the same for all holders. Equally, in the case of 
convertible debentures the terms of conversion are the 
same for all holders. Subsection (4) ensures that a 
director is not put in a worse position in these respects 
than other members of the company. 

However, safeguards in respect of section 25 which 
were curiously absent from earlier prints of the Bill 
have been added by section 30 of the Act. It provides 
that section 25 is to apply to the wife or husband or. 
infant daughter or infant son of a director of a company 
who is not herself or himself a director of the company. 
In section 30 a person is also a director if he is deemed 
to be a director for the purposes of section 25; ‘son’ 
includes step-son and adopted son, and ‘daughter’ 
includes step-daughter and adopted daughter. In 
Scotland ‘infant’ means a pupil or minor. It will be a 
defence for a person charged with an offence under 
section 25 by reason of section 30 to prove that he had 
no reason to believe that his spouse or parent was a 
director of the company in question. Normally this will 
not be easy to prove. 

Under section 25 a person guilty of an offence is 
liable on summary conviction to imprisonment for а. 
term not exceeding three months or to a fine not 
exceeding £200 or both; and on conviction on indict- 
ment, to imprisonment for a termi not exceeding two 
years or to a fine or both. 

(To be continued.) 
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НЕ Ninth International Congress of Accountants 

attended by over two thousand three hundred members 
of the profession from throughout the world, opened in 
Paris on Thursday of last week. The inaugural session held 
in the impressive Concert Hall of the Salle Pleyel was 
addressed by M Michel Debré, the Minister of Finance, 
who welcomed the Congress to Paris on behalf of the 
French Government. » 

The Congress President, M F.-M. Richard, who prefaced 
his introductory presidential address with greetings in four 
languages — English, French, German and Spanish — dwelt 
largely on the Congress theme — "The New Horizons of 
Accounting’. ‘Never have the needs of accounting been so 
great’, he said in the course of his address; ‘never have the 
possibilities for our profession been so favourable, if only 
it can recognize the new horizons which are opening up 
before it.’ 

The opening session was also addressed by Mr J. 
Kraayenhof and Mr A. B. Foye, Presidents of the Seventh 
and Eighth International Congresses held respectively in 
Amsterdam and New York, and by Mr J. Wisner, Rap- 
porteur-Général of the Congress. Their speeches are 
reported below. 

On the eve of the official opening, members of the Con- 
gress - many of whom were accompanied by their wives, 
making a total of over four thousand participants — were 
entertained at a reception held by the President and Organiz- 
ing Committee of the Congress in the Palais de Chaillot. 
From here, through the vast windows, members had the 
impressive view of the illuminated fountain in the garden 
and to the Eiffel Tower beyond the River Seine. 

The official Congress programme of business sessions, 
receptions, entertainment and excursions, was supplemen- 
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М Michel Debré, Minister of Finance (/eft) is escorted by М F.-M. 
Richard, President of the Congress, on arrival at the Salle Pleyel 
for the opening session. 





Below: Mr Arthur B. Foye (U.S.A.), President of the Eighth 
International Congress held in New York in 1962, addressing the 
opening session. 





А THE 
September 16th, 1967 


ted by many cocktail parties and luncheons held by various 
professional bodies. Fine warm weather favoured the whole 
period of the Congress and was particularly fortunate for 
the ladies programme which included conducted tours of 
the Louvre, Nôtre Dame and the Пе de la Cité, old Paris 
and Versailles. 

Special entertainments arranged for Congress members 
included a gala-concert by the Paris Conservatoire Orchestra 
conducted by Paul Paray (solo pianist; Aldo Ciccolini), a 
presentation of the Marriage of Figaro at the Opéra- 
Comique, and a performance at the Comédie-Francaise. 


FINANCE MINISTER’S ADDRESS 


In the course of his address of welcome, M Michel Debré, 
Minister of Economics and Finance, said: 

Mr President, ladies and gentlemen, in the name of the 
Government of the Republic, I welcome you. You have 
done us a great honour in choosing Paris for your Inter- 
national Congress and a great honour in choosing M 
Richard as your President on this occasion. 

The Congress theme, "The new horizons of accounting’, 
is a well chosen one which, at least to my mind, entirely 
corresponds to the excellent definition of the evolution of 
your task and of the responsibilities the accountant bears 
today, and will bear even more tomorrow. 

Nowadays, so much has become a question of fore- 
casting and of educating minds with this forecasting in 
view. All technical, scientific and cultural forces available 
to us would be of no use whatever, or would produce 
further errors, if, in the hearts and minds of all those who 
carry public or private responsibility, there was not the 
will both to forecast, or to try to forecast, events. 

The support offered by accountancy in this effort is 
considerable. It is considerable, of course, as regards the 
running of the State — the proper working of the immense 
Governmental and administrative organism which today 
is indispensable to the balance and health of all nations. 
But there are also – and you know it better than I - problems 
of forecasting and education in the management of all 
companies, not only industrial and commercial, but also, 
in our modern world, farming and service enterprises. 


The ‘new horizons’ are not limited by State frontiers- 


or the boundaries of national companies. You have already 
emphasized during your previous congresses — and this 
one will do the same — the problems of harmonization not 
only of principles but also of methods. This is, indeed, an 
essential element of progress which we must achieve, and 
which cannot be achieved except in so far as you yourselves 
through your efforts in each of your countries and by your 
co-ordinated efforts on the international level, will allow 
the establishment in essential accounting problems of a 
common language. 

The ‘new horizons’ in business administration and in 
the creation of a common accounting language, do not take 
us away from all economic and social problems. At the 
heart of this problem of our development, in the political 
form we seek for our society, there lies, in fact, an 
indispensable element: confidence. 


MR ARTHUR B. FOYE 
Speaking as President of the Eighth International Congress 
held in New York in 1962, Mr Arthur B. Foye, С.Р.А., 
said: i і 

I first wish to express my thanks for the opportunity 
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of speaking briefly to the members of the Ninth Inter- 
national Congress of Accountants, to acknowledge for 
myself апё for all my colleagues from the United States 
the gracious hospitality which is being afforded us and to 
recognize the superb way in which this Congress has been 
planned. . 

I have had the good fortune of attending the congresses 
in London in 1952, in Amsterdam in 1957 and New York 
in 1962. While the accounting profession made important 
advances during my first thirty-five vears in it, these last 
fifteen years have been ones in which immeasurably great 
developments have come. The world itself has changed 
tremendously - politically, economically, and socially and 
is still changing with breathtaking rapidity. In this world 
accounting is moving forward, and we are working to-: 
gether to ensure that the progress of our profession may be 
even ahead of the tide. 

However, I should think we cannot assume that our расе 
of advancement is satisfactory. Instead, we should work 
with an intensity that demonstrates our intention to hold 
our position — still somewhat tenuous - that ours is the 
mast inclusive of the business advisory professions, and is 
the most capable of serving business and the economy as a 
whole in the broad realm of information science. Such a 
high ideal is not unrealistic in today's world. 

Our work is more important.than ever before. We are 
aware of it as are those directing policies in Government, 
industry, finance and education. Of course, this awareness 
by others brings newspaper and magazine comments and 
at times criticisms but this is a concomitant of public 
recognition, 

There is still much to be done by the profession in 
unification of policies and practices at home and inter- 
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At the reception held in the Palais де. Chaillot. Left to right: Mr 
А.М. Graham, Secretary of the New Zealand Society of Account- 
ants, and Mr C. Andersen, Secretary of the Australian Society of 
Accountants, with M F.-M. Richard, the Congress President. 
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nationally in the better use of modern equipment; in 
helping to improve educational facilities for the study and 
practice of accounting; in the broadening of concepts of the 
function and possible social uses of accounting, and in 
developing international understanding апа relations 
among the accountants throughout the world. It is a new 
world and we must deal with it and with each other in new 
ways. 

The congresses of accountants have done much brad 
this in the past and this Ninth Congress is taking further 
great strides toward a shining goal. It makes me, and I am 
sure all of us, more hopeful of our future arid our part in 
this new world. 


MR J. KRAAYENHOF 


Mr J. Kraayenhof, President of the Seventh International 
Congress held in Amsterdam in 1957, also spoke. He said: 

Mr Arthur Foye has already expressed in well-chosen 
terms his gratitude for the gracious hospitality of our 
French colleagues, and has paid tribute to the excellent 
way in which the Ninth International Congress has been 
planned and put into action. Mr Foye has said this in the 
name of the American members of the Congress, but 1 am 
sure that all the members of the Congress from other Parts 
of the world will readily agree with him. ` 

Mr President, you know from our discussions and corres- 
pondence that I myself wondered whether as vague and as 
vast a theme as "T'he new horizons of accounting' could lead 
to concrete discussions whizh would be productive for the 
development of our profession. 

I was wrong: the magnificent volume which we have 
received containing the gerieral papers and the summaries 
of the national papers, proves the opposite. You have 
succeeded in obtaining from many distinguished members 
of the profession significent papers which offer much 
important matzer for study and discussion. For all that we 
must pay tribute to all thos: who have contributed 
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M Michel Debré, Minister of Finance, 
gives an official welcome on behalf of the 
French Government to the opening session 
of the Congress. On the left is the President 
‘of the Congress, M F.-M. Richard, and on 
the right are M J. Wisner, General 
Rapporteur, and Mr J. Kraayenhof, 
President of the Seventh International 
' Congress held іп Amsterdam in 1957. 


I cannot refrain from expressing my very special grati- 
tude — without, of course, meaning any detriment to the 
other papers — for the contents of the remarkable papers 
on the international harmonization of accounting principles; 
the principles and methods of auditing, and the paper on 
she accounting problems peculiar to international businesses. 
This is the subject-matter with which I dealt intensively 


"Тог many years in practice, and I am happy to acknowledge 


that the papers mentioned add notably to the available 
literature. 

; Mr President, in your preface to the book of papers, 
‘you have specifically remarked that, as far as the harmoniza- 
tion of basic principles of accounting and auditing is 
concerned, the results of previous congresses are inade- 
quate. Much to my regret, I must admit that you are right 


' aver this. Nevertheless, we can think ourselves fortunate 


in having these papers as a basis for discussion at the present 
Congress. 

In conclusion, Mr President, a cry from the heart: 
may this Congress not lay a profane hand on our sacred 
"double-entry accounting’, according to your quotation 
Zrom the poet Goethe ‘one of the most beautiful inventions 
of the human mind’. 


PRESIDENT OF THE CONGRESS 


‘After words of welcome to the Congress members, the 
President of the Congress, M. F.-M. Richard, said: 

Escaping for a few moments from the constraints of our 
daily life we are gathered here to exchange our thoughts on 
the accounting world of tomorrow. 

The development of new techniques advances faster all 
the time, and their spectacular applications, such as 
computers, not only transform our daily existence but also 
exercise a considerable influence on economic and social 
structures. 

The fortune of nations was formerly measured by their 
natural resources, then by their industry, and nowadays 
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is judged by their patent rights and their research 
potential. 

Governments are engaged in a policy of sustained ex- 
pansion and full employment while maintaining stability. 
This policy of growth, the pressure of the rising standard 
of living and the need for public amenities such as roads, 
schools, hospitals and recreation centres explain and 
justify the intervention of the State for the best possible 
utilization of national resources through indicative 
planning. 

International competition, the generator of progress, 
will become more severe with the entry into the arena of 
nations with ideologies different from ours, who, having 
mastered the scientific and technological knowledge, will 
start deliberately along the road to scientific management 
and international trade. 

The concentration of industry, the development of 
companies committed to international business in the 
sphere of economies of varying political background, the 
arrival of a new type of business manager, are phenomena, 
amongst others, which change the environment in which 
we shall exercise our profession tomorrow. 

Never have the needs of accounting been so great, 
never have the possibilities for our profession been so 
favourable if only it can recognize the new horizons which 
are opening up before it. 


Future development 


What can we predict for the future of our accounting 
profession? 

Up till now our profession has skirted scientific innova- 
tions without being profoundly affected by them; it is 
possible that the future will be different. 

Do not misunderstand me, it is not a question of opposing 
the “aristocrats of auditing’ and the ‘magicians of computers’. 
The postulate of auditing is permanence, the postulate of 
management accounting is movement. 

We can predict that the function which our American 
colleagues pertinently call ‘to attest’ - the attest function - 
will find new developments beyond the certification of 
financial statements, the indispensable basis of confidence 
for investment and credit. Our profession will be asked to 
examine and attest the quantitative information in fields 
such as labour negotiations, negotiations over prices, 
State contracts and so on. 

We can also hope that prejudices will decline and that the 
State will call more easily upon the accountant from the 
private sector. 

Management accounting and budgetary control will 
become integrated in business management. 


Accountancy must extend its field of action to cover all- 


that can be measured, all that can be observed. It should 
combine the rigour and certitude necessary for its legal 
purposes with the rapidity and the exactness of analysis 
necessary for management. 

The worst error would be to install in companies two 
systems of information, the one accounting and the other 
management. 

The development of international exchanges, the drive 
forward of multinational companies, the interpenetration 
of financial markets make more necessary than ever some 
harmonization of the languages and principles of account- 
ing and auditing. { 

As in other spheres, this harmonization. will be neces- 
sarily cautious and progressive, but if this work of har- 
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monization is not undertaken by the accounting profession, 
Governments will one day take the initiative. | 


Education 


Adaptation of the profession to the new needs of business 
management, to the problems born of international busi- 
ness, to the use of computers and mathematical and 
statistical methods depends on education. 

Educators aze now faced with new problems. What kind 
of education should be given to students who, in ten or 
fifteen years' time, will practise their profession in a world 
so different from ours? i 

The main objective will be to educate men with minds 
always on the alert and capable of adapting to the constant 
change in methods and techniques: 

Those who are already in practice can no longer live on 
what they have learnt. It is not enough simply to satisfy, 
superficially, a certain curiosity about new things. 

The usefulness of international co-operation in our 
profession was, until recently, imperfectly felt. International 
relations took the form of international congresses and 
exchanges of information. Then the exchanges gained 
momentum and initiatives multiplied – initiatives of a 
regional or specialized nature. 

Today, within the world accounting community, the 
feeling of the necessity for a greater and permanent pro- 
fessional co-operation is growing stronger. The papers 
submitted to the Ninth Congress bear witness to this 
awareness. | 


M J. WISNER, GENERAL RAPPORTEUR 


In the course of his address at the opening session, M J. 
Wisner, the General Rapporteur, said: 

Before the technical sessions begin, I must once again 
pay tribute to the excellence of the papers which have been 
submitted from all continents, and which I am sure will 
give rise to fruitful discussions. 

Fruitful first of all because of the quality of the authors 
and of the members of the Congress, and secondly because 
the theme of the Congress and the subjects of the papers 
seem to me to relate to the general evolution of the present 
day and not only to that of our prcfession. | 

Our function is to provide a numerical représentation of 
economic phenomena, first by making as rational an analysis 
as possible, and then by producing a succession of inter- 
pretive.syntheses. 

In addition, and this is not the least of our tasks, we must 
assure the soundness of decisions taken by guaranteeing 
the regularity and, as far as possible, the exactitude of the 
numerical data on which they are based. These functions, 
founded on knowledge and the hendling of numerical 
data, seem to be taking on a greater importance. 

It is perhaps paradoxical to open a congress of account- 
ants by saying this, but it is precisely we, the ‘technicians 
of the number’, who should be the most clear-sighted as 
to the limits of our techniques if they are considered from 
too narrow a viewpoint, and should warn men that 
qualitative evaluation remains indispensable if one is to 
approach the truth. None can measure the difficulty of 
interpreting numbers and the illusions they can produce 
better than statisticians and accountants. 

All the rapporteurs, and I add my voice to theirs, have 
described the wonderful perspectives opened up for our 
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profession, as for society in general, by the spreading use of 
machines, Without being a substitute for us, the machine 
is intended to spare us certain tasks and to increase almost 
unlimitedly the possibilities of carrying out these tasks. 
It is thus in the process of becoming a sort of electronic 
slave, obeying our orders and exactly fulfilling its mission. 
This opens up perspectives of a whole new era! 

One may think that the Greek civilization only reached 
such heights in philosophy, mathematics and drama 
because its citizens, released from menial tasks by a 
crowd of slaves, had the leisure to devote themselves to 
science and the arts. 

Once again, will the machine be the slave of tomorrow? 
Will it allow men to create new civilizations comparable 
to that of the Greeks, and equal to the present aspirations 
of the human mind? This is possible: but on condition that 
the machine serves the man and not the man the machine. 


Important role 
So let us be careful not to enter а world where еуегу- 
thing is measured only in quantities and im bulk, and where 
man is enslaved by the machine. Our role, I think, can be 
important in this essential orientation of our civilization. 

As I said just now, you may find my introduction to our 
work rather paradoxical. This work will be inspired, as 
were the preparatory papers, by a kind of enthusiasm, born 
of the sight of the extraordinarily broad horizons which are 
opening up for our profession. I too share this enthusiasm, 
but I want to temper it with a certain awareness of the 
problems set for us by the revolution which is taking place. 

Our role is not that of mere figure-producers. In every- 
thing we must be thoughtful and take into consideration 
interpretations, qualitative evaluations, the nature of man 
and of the action eppropriate to him. Here lie the vocation 
and the future of our profession. 

In recognizing the wonderful blossoming of a new era, 
I think that, before men who are perhaps intoxicated by the 
magic of science and technology, we should play the part 
of the slave of ancient Rome beside the conqueror when 
he said: ‘Do not forget that you are only a man’. 

And now we are going to get down to work, while trying 


to ally the scientific spirit and the search for precision with | 


a sense of the humanities and an awareness of our limits. 
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The Contribution of the Accountant 
to the Solution of Economic 
Problems at Government Level 


Session Chairman: Mr D. S. Anderson, С.А. 
Great Britain | 


The Congress was fortunate in having M J. Serisé, 
Director of Public Accounting at the French Ministry of 
Economics and Finance, to act as international rapporteur 
on this important topic. | 

He distinguished two levels of problems: strategic and 
tactical concerned with political aims and means respectively. 
Most countries have the strategic aims of maintaining full 
employment in an expanding economy, with a stable 
currency, whilst equalizing standards of living. 

Whilst all countries use budgetary and monetary means 
to achieve these aims, the means are otherwise very diverse 
and the role of the accountant differs accordingly. 

As economic policy achieves precision, so does it make 
increasing use of the techniques and language of accounting. 
At the same time accounting becomes the science of 
economic analysis and forecasting concerned with measure- 
ment of economic variables. 


Three main applications 


M Serisé went on to analyse the three main applications of 
accounting techniques: national accounting and policy; 
public accounting; and corporate accounting. 

National accounting represents the country's economy 
in terms of groupings which may be summed up in one 
fizure, for instance, national income or national product, or 
broken down, according to needs, into types of operations, 
technical areas of production or socio-professional categories. 

Public accounting is concerned with accounting for 
receipts and payments in the public sector and traditionally 
is concerned mainly with verification. M Serisé quoted the 
Radcliffe Committee's criticism of this narrow approach. 

Corporate accounting is the most widely established 
application which tke State uses for fiscal (taxation) 
purposes, in formulating economic policy and in applying 
prices and incomes policies. Without a precise knowledge 
af income and productivity trends, and some standardiza- 
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tion of calculations of profits, clear discussion of policy 
issues is impossible. Many State-owned enterprises use 
corporate accounting in much the same way as private 
enterprises and enable the State to maintain competitive 
effectiveness. 


Accounting resources widened 


As a result of the increasing public use of accounting in- 
formation, the resources of accounting have been widened to 
make use of finer analytical techniques and modern means 
of data processing. 

In business, corporate accounting is stressing the fore- 
casting of results; in the public sector it is now possible to 
know precisely the state of the whole financial operations 
of the State. Eventually, M Serisé looks ahead to a day 
when direct communication of information will occur 
without recoding between businesses and the administra- 
tion and vice versa. | 

М Serisé distinguished two processes in which account- 
ants and economists must participate. In the ascending 
process, accountants may give information and advice. 
Eventually, private accounting systems may ke used to 
construct a national accounting system. This will require 
definition of standardized charts of accounts. In special 
cases, information may be used to direct State intervention 
involving public finance. Accountants will safeguard 
public savings and the distinctions in some countries 
between accountants in the private and public sectors must 
tend to break down. | 

In the descending process, accountants must act аз a 
‘go-between’ in translating the decisions of Government 
departments and in securing their acceptance by managers 
who may be affected by them. 

If the resulting dialogue is to succeed, the professional 
men and Civil Servants must harmonize the languages they 
use. At least an elementary knowledge of accounting shculd 
be acquired by anyone reaching university level, whatever 
his own field, and the training of professional men had to be 
widened and deepened. 


Budgetary Accounting and its 
Prospects 
Session Chairman: Mr R. Thakur (india) 


In defining his subject, Mr W. S. Risk, B.COM., C.A., 
F.C.W.A., the international rapporteur, used the definition 
of The Institute of Cost and Works Accountants; and since 
budgetary accounting is a service to management he 
quoted Henri Fayol: “The control of an undertaking con- 
sists of seeing that everything is being carried out in 
accordance with the plan which has been adopted, the 
orders which have been given and the principles which 
_ have been laid down’, 

This required definition of objectives, preparation of a 
long-term plan and forecast, preparation of an annual 
plan, budgets and individual objectives, organization of 
work programme and control points, action to obtain result 
recording and feed back of results, comparison and review, 
and where necessary action to bring results into line with 
the plan or to modify the plan. 

Budgets had to be planned as a whole for sales, production, 
plant utilization, selling and distribution, administration, 
research and development, capital expenditure, personnel, 

` cash flows and projected balance sheets. Profitability must 
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be satisfactory and the common starting point was the sales 
budget, although other limiting factors might change this; 
The businesses, however small, which could operate 
successfully without budgets were a small minority. 

Since the purpose of the budget is to improve per- 
formance, more use could be made of inter-firm comparisons 
and other statistics which were available in great detail. 
This was particularly relevant to capital intensive industries 
or those with long production cycles or plant erection times. 

For full benefit, the budget should be used to prepare 
standard costs, Full and accurate production records and 
an accounting code would enable comparisons of data 
derived from one source. Budgets must be flexible and an 
effective tool of management — and not merely a mathe- 
matical exercise. 

Mr Risk also mentioned new techniques, such as critical 
path, discounted cash flow, operational research and the 
revolutionary changes ushered in by computers — par- 
ticularly real time and multiple access systems. 

Results, however, could only be as good as the infor- 
mation on which they were based and the changes were 
of form rather than fundamentals. The marginal concept 
had not become more important and data must be expressed 
in algebraic form. 

'The accountant in industry faced a changing role and 
the auditor would also be affected. This role might widen 
within a function sometimes known as management 
services which also employed other specialists. 


The Contribution of Accounting 
towards the Selection of Business 
Investments 

Session Chairman: Mr А. B. Cleland (Australia) 


Mr В. С. Leach, C.8.E., F.c.A. (Great Britain), the inter- 
national rapporteur at this session, emphasized that the 
fundamental purpose of making a business investment was 
to earn a profit and the process of selection of a business 
investment wes designed to produce the highest return- 
after taking account of the risk. Investment. abroad: had. 
become increasingly complicated by the stringency of. 
foreign exchange availability and Government regulations. 
The accountant must, therefore, advise on taxation factors, 
local availability of short-term finance and similar matters. 

A number of techniques had been developed for evaluat- 
ing an investment project and for taking due account of 
the time factor where the cost was spread over a period and 
there was a lapse of time between incurring cost and 
achieving the return anticipated. These included the ‘pay- 
back’ approach, return on investment, and discounted 
cash flow. 


Need for direct profit motive 


Governments and nationalized industries were today 
amongst the largest investors. Some such investments 
might be justified by other than strictly commercial con- 
siderations, e.g. the maintenance of essential services, but 
where the industries operated in commercial fields, the 
absence of a direct profit motive might be harmful. 

The accountant, stated Mr Leach, was an indispensable 
member of any team dealing with investments. He could 
make a positive contribution by educating management as 
to the information and factors to be taken into account 
before making a decision. Not the least important of his 
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functions was to present his information and advice in 
simple and precise terms which top management could 
understand. mE 


Among the comments of interest made by the national 
rapporteurs for this session were the following: 

Dr С. А. Buningh (Netherlands): Investment is a matter 
of management policy and while the accountant must 
provide the essential information, it would be dangerous 
for him to make decisions. T'his point was also made by 
M. de Chazournes (France). ў 

Mr A. Hayhurst (Canada): It is necessary to study 
economic forecasts, Government policies, industrial per- 
spectives and new manufacturing methods. Comparative 
analysis of past years retains its value for forecasting unless 
the company forms a new policy or the economic structure 
changes. Е 

Mr D. Kokkinos (Greece): The collaboration of specialists 
in other disciplines as regards real estate, and plant and 
equipment surveys is indispensable. 

Mr E. Meredith, Jun. (United States): In mergers, the 
information to be gained from the management control 
of the company to be acquired offers an invaluable source 
of useful data. Progress made in the supply and exploita- 
tion of profit information has greatly reduced uncertainty 
in investment choice. 

Dr R. J. Niehus (Germany) analysed the deficiencies 
of the methods normally used for calculating the economic 
use of investments, and suggested how they could be 
adjusted and complemented to provide a basis for invest- 
ment decisions. 


The Measurement and Communica- 
tion of Financial and other Economic 
Data 


Session Chairman: Mr Н. C. Twycross (South | 
Africa) | | 


In his report, Mr Н. У. Bevis (U.S.A.), the international 
rapporteur, described the essential characteristics of. ac- 
counting as detailed observation of phenomena, precise 
language, accuracy and completeness, communication and 
objectivity. 

Detailed observation in the best book-keeping required 
the noting of an economic event as nearly as practicable to 
the time and place when it happened. Notation, he stated, 
was a source document conveying varying details and 
capable of recording any economically justifiable degree of 
data. 

Like medicine, law and other sciences, accounting had 
developed a language and format to group comparable 
resources and events. The chart of accounts classified 
similar items so that users might understand the under- 
lying resources, transactions and events involved. This 
enabled a French business man to comprehend financial 
statements prepared in Australia and a Mexican banker to 
understand statements prepared in South Africa. А 

The accuracy and completeness of book-keeping was 
such that resources could not change their form, be con- 
sumed, wasted or stolen without either the recording of 
the event or the creation of a discoverable discrepancy. 
Few sciences enjoyed such protection against oversights 
in the recording of phenomena. 
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Providing information 


Communication in accounting reports, stated Mr Bevis, 
reflected resources received, utilized and still on hand. 
Reports progressed upwards in an enterprise and clear 
tracks permitted tracing an amount from the highest level 
back to the very lowest. 

The informational needs of users affected the book- 
keeping process and required some assumption as to the 
time and magnitude of future transactions and events. 
Form and content must be varied to meet each different type 
of informational need whether internal or external. 

The objectivity of accounting is inherent in the book- 
keeping process, although errors of procedure or of judg- 
ment might arise so that auditors were required to make 
test checks of all stages of the measurement and communica- 
ticn process. Auditors provided quality control for a complex 
process without which the accounting function would 
tend to deteriorate in any given environment. The function 
was also capable of adapting to the dynamics of change. 

Application to specific purposes required additional 
refinements. Income measurement assumed that the cor- 
poration would have an indefinitely long life. 


Four guide lines 


The dimension of time required estimates and judgments 
of how much of the ultimate total of revenues and expenses 
should be recognized in measuring net income for short 
periods. Four guide lines had been evolved to assist in 
this. Firstly, transactions are charged in the period. іп 
which they occur. Secondly, costs are matched with rev- 
enues. Thirdly, if allocation over two or more years is 
required, the method used should be systematic and 
rational. Fourthly, that method which minimizes distortions 
in income is preferred. 

Failure to recognize the instability of the monetary 
unit, however, is a distinct limitation on the proper exercise 
of the accounting function. 

Wherever there was data which required to be measured, 
classified, summarized, interpreted and communicated, 
there was a potential area for use of the accounting function. 

Mr Bevis quoted Knortz's paper “The eventual goal of 
all professional action must be the achievement of an 
improved society’. 

An enormous quantity of economic data is currently 
being measured and communicated in most countries of 
the world, stated Mr Bevis. Suspicions as to the reliability 
and accuracy of many statistics had been voiced and he 
believed that there were opportunities for an expansion 
of the time-tested accounting function and that accounting 
would meet the challenge. | : 


The Harmonization of Accounting 
Principles а 
Session Chairman: Mr W. б. Smith (Canada) 


Mr T. K. Cowan (New Zealand), the international rap- 
porteur, pointed out that the typical order of the balance 
sheet varied from country to country, and there was great 
vaziety in the form and content of income statements. The 
treatment of goodwill, accounting for income tax, valuation 
of inventories varied greatly. Uniformity was desirable, 
but so was flexibility, and in the typical national scene there 
was a compromise between the two. 

Accounting as the language of business was an effective 
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and reliable medium of communication .only if there was 
an adequate degree of acceptance of а "basic terminology, 
and he' regarded the publication by the U.E.C. of àn 
accounting dictionary in five European languages as a 
hopeful sign. 

It seemed neither practical nor desirable-to aim at a rigid 
code of accounting terminology, but it was very desirable 
that words such as ‘reserve’, ‘profit’, and ‘inventory’ 
should have the same meaning across international bound- 
aries. 

There was much closer communication today than 
formerly between accountants in different countries, and 
consideration might be given to the establishment of an 
international accounting secretariat for disseminating in- 
formation, professional statements of principles and re- 
search reports, and generally to act as a clearing house for 
accounting research activities. 





Among the matters of interest touched on by the national | 


rapporteurs were the following: 

Mr B. Forsstrom (Finland) said *No' to international 
standardization and ‘Yes’ to research into a solution which 
will allow balance sheets drawn up on varying principles 
to be translated into universally comprehensible state- 
ments. 

Dr F. Graafstal (Holland) considered it neither possible 
nor desirable to aim at detailed uniformity but to seek 
principles of presentation, and particularly the clarification 
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of what is or 15 not represented in accounts and company 
results generally published. He discussed the concept of 
profit and the difficulties encountered i in regard to price- 
level fluctuations. 

Dr J.F. Karsten (Germany) braad a degree of harm- 
onization initially in classification of asset accounts and . 
their presentation; genera ization of the rule of uniformity 
in methods of accounting and evaluation from one year 
to the next, and the p-inciples of evaluation of asset 
items. 

Mr 8. Ronel (Israel) dealt with the subject particularly 
as it applies to the developing countries. He suggested the 


setting up of an international accounting federation, which 


would eventually co-operate with United Nations organiza- 
tions. 

Mr D. Е. С. Stroud, 4.4.c.c.4. (Great Britain) showed 
the importance of common accounting principles and 
practices as the basis of international commercial relations. 
He hoped that the task of finding solutions to problems 
associated with accounting principles will be left to pro- 
fessional accountants. 

The Colegio de Contadores, Santiago (Chile) presented 
a collective report proposing the appointment of a per- 


“manent international commission having the support of the 


United Nations Economic Commission; the production of a 
manual on the harmonization of accounting principles 
under the patronage of the United Nations, and the re- 
commendation to all courtries that they adhere to these 
principles and standards. 


General view of one of the plenary technical sessions. . 
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At the reception held in the Palais de Chaillot. 


Accounting as a means of 
Measuring Productivity in 
Administrative and Commercial - 
Fields © 


Session Chairman: Mr А. F. Tempelaar (Nether- 


lands) 


The international rapporteur at this session, Dr Krafft 
Von Der Tann-R (Germany), stated that although financial 
accounts provided measuring units in the form of the 
monetary units recorded, they did not provide ready-made 
yardsticks. The monetary units might have to be adjusted 
for changes in‘ their intrinsic value; the comparison of 
input and output factors expressed in monetary units 
(adjusted if necessary) showed the profitability of a. pro- 
duction process and could serve to calculate the return on 
the capital invested in an enterprise. But for an appraisal 
of productivity it was necessary to have recourse to ad- 
ditional factors from other areas of accountancy. 

Dr Der Tann-R included in his report a diagram of 
productivity determination showing the origin and inter- 
relationship of the various factors in order to facilitate 
understanding of the principles, and followed this with 
practical examples of administrative functions, including 
continuous services, such as accounting; non-continuous 
services, e.g. medical service or welfare department of a 
factory; mixed forms of administrative and commercial 
functions, e.g. executorships or company liquidations; 
and commercial functions where the problems were in- 
dependent of the object of the individual enterprise. 


The comments of some of the national rapporteurs for 
this session were as follows: 
Mr А. W. Howitt, M.A., F.C.A., F.C.W.A. (Great Britain): 


The productivity analysis of the administrative sector - 


falls behind that of the industrial sector. He analysed the 


usefulness, the limitations and constraints of | various 
methods, notably budgetary control by responsibility 
centres and budget flexibility. He also examined ratios as 


measures of productivity and mentioned the improvements 


being made in the methods in use. 

.Dr Helene Ramanauskas (United States): Productivity 
is the measure of the means used compared with the effect 
obtained. Measurement of the productivity of commercial 
and administrative functions is made difficult by the 
obstacles to data gathering. Budgetary control by res- 
pansibility centres is the most efficient form of control. 

“Ме №. К. Roy (India): In developing. countries, State- 
owned enterprises play an important part and the ab-. 
sorption of too much of the national income by these must 
be avoided. 


The International Harmonization of 


Auditing Standards and Procedures 


Session Chairman: Mr M. R. Mora (Mexico) 


Mr Н. W. Ross, O.B.E., C.A., M.A.(OXON.) (Canada), the 
international rapporteur, stated that the great aim of, 
hermonization is to ensure that an investor or creditor 
in any country will understand how far he can rely on an 
audit opinion from another country. If auditing standards 
are right, procedures can safely be left to look after them- 
selves. In spite of what had been said in praise of uni- 
formity, it remained an important principle that an audit 
should be judged on the basis of the whole conduct of the 
audit and not on whether some specific test was carried out 
or not. 

In the international field, legal differences, divergent 
trade customs and language difficulties had to be overcome. 
The problem was not so much what procedures were 
agreed upon but how they were carried out. пре 
conformity could be very dangerous. 
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` An effective committee to examine the problems might be 
formed initially of representatives from developed countries 
and extended later to other countries. It would act chiefly 
as а communications centre, while research would be 
undertaken by a permanent secretariat of full-time trained 
personnel. Eventually the committee would issue pro- 
nouncements on standards and procedures which would 
gain acceptance and authority on the basis of their worth. 
The real goal was not the introduction of rigidly stand- 
ardized procedures, but the achievement of a position in 
which audit reports from all countries could be con- 
fidently accepted. 


The necessity of harmonization was generally recognized 
by the national rapporteurs. Among the views expressed 
were the following: 

Mr G. Hinton (South Africa) introducing a report 
written for the National Council of Chartered Accountants 
(S.A.), stressed the importance of aiming at the acceptance 
of common accounting principles and the necessity for any 
standards formulated by an international body to be 
absolute and not subject to local variations. 

Му D. Hobson, M.A., Е.С.А., (Great Britain) would like 
to see an exchange of personnel between countries to 
promote closer co-operation through personal knowledge 
and experience. 

Drs K. Kruisbrink (Holland) said that international 
standardization should aim at clarity and conciseness. 

Both Professor Stamp (New Zealand) and Mr T. L. 
Wilkinson (United States) urged that the subject be 
thoroughly explored by an international committee which 
would formulate proposals before the Tenth International 
Congress takes place. 

Mr J. A. Wilson (Canada) suggested the setting up of 
regional study committees responsible to a central 
committee. 


Accounting Problems peculiar to 
International Enterprises 


Session Chairman: Mr H. R. Griffen (U.S.A.) 


Large international enterprises must establish accounting 
procedures which enable the international division of 
labour within the enterprise to minimize overall production 
costs, stated Mr P. C. Breek (Netherlands), the international 
rapporteur at this session. АЕ the same time, management 
wished to delegate authority in order to obtain effective 
adaptation to local conditions. 

Automation could improve the information system so 
that greater delegation of authority was possible because 
of the improved, up-to-date exception reporting. 

. Accounting reports were concerned with two kinds of 

evaluation: ex ante — policy making and decision making, 
and ex post — verification of policies and decisions. Business 
economics provided a science on which this evaluation 
could take place. For decades economic growth had been 
accompanied by a marked inflationary trend which was at 
variance with valuations based on historical costs. Only the 
replacement value concept gave consistent statements of 
return on capital and was in harmony with the mental 
attitudes of the entrepreneur. Under this system the period 
profit indicated the extent to which an increase in capital 
"was available for withdrawals. 
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If profit determination was limited to a past period, deter- 
mination of costs could be sufficiently objective. Financing 


' costs. should be included only in the consolidated result 


account without specification by country or product 
group. Їп this sense all financing charges were regarded 
as appropriations. 

Risk was inherent in all business operations and it was 
difficult to predict when it might materialize as an actual 
cost. Such costs should te estimated from past experience 
in such a way that they were sprezd over the whole life of 
an asset or product. 

Financing was a matter for central management who 
determined the conditions of new issues. The emergence of 
economic blocs was strengthening local relationships at the 
expense of central control. Nevertkeless, certain tasks such 
as basic research and staff services must be performed 
centrally. Allocation of these costs was not recommended 
and charges should be made in che form of contractual 
service fees. 

Consolidation might be required for those subsidiaries 
under permanent and decisive control of the parent. 


WEEK-END TOURS 


Last week-end members and their ladies were able to 
choose from a number of tours to places of interest. There 
were two-day visits to the chateaux in the Loire Valley, 
the thermal resort of Vichy and the Cóte d'Azur, and one- 
day tours to Reims and Rouen. 





One of the attractions in the summer weather last week-end for 
those who stayed in Paris, was a cruise by bateau-mouche on the 
Seine. 








The six business sessions held on Monday of 
this week, together with the speeches at the 
closing session of the Congress on Tuesday 
afternoon, will be reported in next week's issue. 
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Current 
Affairs 





Investment Grant Problems 


T new scheme of investment grants under Part I 
of the Industrial Development Act 1966, has now 
been operating for well over twelve months but it is 
clear that there is still a good deal of ignorance about 
the detailed provisions of the scheme and what can 
be claimed under it. Understandably enough this is 
greatest among smaller companies. 

The Small Firms Steering Committee of the Con- 
federation of British Industry, which is charged with 
the responsibility of dealing with problems of special 
interest to small firms, has devoted much of its time 
recently to considering va-ious aspects of the scheme. 
It is inevitably complex and the rules under which 
grants are administered are in some respects far from 
clear. Some of the difficulties which arise are well 
illustrated by cases which have been brought to the 
attention of the C.B.I. Thus in relation to part tooling 
costs (which is a matter of great interest to many 
small engineering firms), in spite of the admirable 
Guide for Industry on Investment Grants issued by 
the Board of Trade in November last, it is doubtful 
whether many firms appreciate that if tools are pur- 
chased by one company for the production of items 
to be supplied to another – the price to include 'part 
tooling costs’ — the former company may claim for the 
whole cost of the tool, provided it is used for an 
eligible process. 

Again, if the second company actually purchases and 
supplies the tool to the first company, the former can 
claim the grant provided the tool is subject to a 
leasing agreement entered into for a period of at least 
three years. The importance of these leasing pro- 
visions and their possible application to such items as 
tooling has probably not been understood by many 
companies or even perhaps by their accountants. 

Another difficulty which may arise is in connection 
with the treatment of expenditure which might be 
classed as either revenue or capital expenditure. The 
Board of Trade guide deals, in paragraph 117, with 
what will be regarded as capital expenditure and all 
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сотрапіез would be well advised to study this саге- 
fully; it will be noted that the way in which expenditure 
is trea-ed in a company’s books will normally be relevant 
but is not conclusive. . 

It may not always be apparent to a company’s 
accountant what questions arise in seeking to determine 
the items of expenditure which are eligible for grant. 
‘This may involve technical issues to which the company 
itself should draw the accountant’s attention. This is 
therefore a joint exercise; the company as well as its 
accountants must be familiar with the investment 
grants scheme in detail if the former is to secure full 
benefit from the scheme. 


Irish Institute's Examinations 


HE results of the June examinations of The 

Institute of Chartered Accountants in Ireland are 
now announced and the names of the successful 
candidates appear on other pages of this issue. 

In Part V of the examinations, First Place and The 
Incorporated Society Jubilee Prize were won by Mr 
Myles Stanistreet, of Dublin. Mr Kevin В. Norton, 
of Dublin, was awarded Second Place, and Third 
Place was awarded to Mr Sean 5. MacGoey, of Dublin. 

Tke First Place and the Samuel Smyth Memorial 
Prize in Part IV were won by Mr John P. Doddy, of 
Dublin. Second Place was won by Mr Philip A. Ryan, 
of Dublin, and Third Place by Mr Francis N. Kelly, 
of Waterford. 

In Part III, Mr George A: Cameron, of Belfast, won 
First Place and the Arthur H. Muir Memorial Prize. 
Mr Martin M. Smith, of Dublin, was awarded Second 
Place, and Mr John E. Carson, of Ballymena, Third 
Place. 

Mr Edward J. Allen, of Belfast, was awarded First 
Place and the John Mackie Memorial Prize in Part IT. 
Second Place was won by Mr Laurence T. Kirwan, 
of Wexford, and Third Place by Mr David W. Johnston, 
of Dublin. 

In Part I, First Place was awarded to Mr Bernard J. 
Carroll, of Delvin, Co. Westmeath. Second Place was 
awarded to Mr Brencan L. Ryan, of Dublin, and Third 
Place to Mr John B. Mangan, of Dublin. 


C.A. Apprenticeship Guide 


Т latest edition of the С.А. Apprenticeship Guide 
now published by The Institute of Chartered 
Accountants of Scotland is an important опе from many 
points of view. It incorporates both the present 
trairing and examination scheme and also the new 
scheme which is to be introduced in the autumn of 
196. 

в, that time the minimum standard required for 
preliminary qualification for apprenticeship will have 
beer. raised to that of an attestation of academic fitness 
for entry to a Scottish university issued by the Scottish 
Universities Entrance Board. This, coupled with a 
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The Leicester Permanent 
pays you 4: interest. 


_ Great! 


41% on paid-up shares. Income tax paid. A good safe return 
is what you get from your investment. Not spectacular 
— just blue chip. 


In this respect, the Leicester Permanent is no different from 
other good building societies. 44%. That's it. 
But if building societies are really as similar as you think they are 
—. (don't deny it!) why do so many people invest with us? 
We think it's partly because people like to be on the winning side! 


The Leicester Permanent is a successful society. 


We've introduced new methods and new ideas. (Ask us 
which was the first building society to install a computer!) 
And while we've been putting in new equipment, we've 
been cutting out red tape. This means, for example, that 
you can usually withdraw your money without notice. 
It also means that you're actually | 
treated like a human being. (Innovation!) i 


We give the same interest 


| oninvestments as anyone else. Leicester Permanent 
| The difference is that | 


we take more interest | | Building Society 


in our customers. Member of the Building Societies Association 


"Head Office: Oadby, Leicestershire • London Office: 49 Park Lane, W.1- City Office: 66 Gresham St., E.C.2 
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The Principles of ` 
BANKRUPTCY LAW - 


J. Н: eee МА, LLB. (сатав) 
- of Gray’s. Inn, Barrister-at-Law | 


Written primarily for the use of Кетен 


preparing for the examinations of The 
Institute of Chartered Accountants and the 
Association of Certified and Corporate Ac- 
countants, The author, an experienced 
lecturer, has produced what will almost 
certainly become the standard students’ text- 
book on this difficult and increasingly import- 
ant subject. . 

‘The Principles of Bankruptcy Law is 
clearly and concisely written and well laid out 
and printed.’ The Accountant. 


Price 205. КЕ Post free 225. 


Н.Е... (Publishers) LTD 


9 Bow Street, LoNboN WC2 


Established 1877 
LEOPOLD ЭР, 
FARMER & SONS 


VALUATIONS 


and 
AUCTION SALES 
of о | 
PLANT, MACHINERY AND 


INDUSTRIAL PROPERTIES 


Property Investments Mortgages arranged 


Rating Specialists . 


46 GRESHAM STREET, LONDON EC2 


Tel. 01-606 3422 (10 lines) 
Telegraphic Address: ‘SITES LONDON’ 








Finance Acts 


v COPINES ACT 





Vand Estate Duty 


problems too! 


We do not claim to be able to help the 

overworked Accountant solve all his prob-: 
lems but at least we know from experience 

how useful our Estate Duty Department 

can be toa busy Accounting practice. 


.. Setting us. to work on your clients’ 
Estate Duty problems is, in effect, the same 
as setting up overnight your own Estate 

‘Duty Department, fully staffed by highly 

- trained specialists and headed by a recog- 

nised authority on Estate Duty Mitigation. 


By making use of our Estate Duty service 
the Accountant not only benefits from our 
experience and expertise in this very complex 
field, but is entirely free to present our 
reports to his clients in whatever way he 
thinks best. 

We are sure you would like to know 
more about this service and invite you to 
complete and return, without obligation, 
the coupon below. 


To: H. D. ARGENT, Estate Duty Director, 
HOGG ROBINSON & 
` GARDNER MOUNTAIN (Life & Pensions) LIMITED 
Estate Duty Department, 
10/11, CRESCENT, MINORIES, LONDON, E.C.3. 


We would like to discuss your Estate Duty Service 
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four-week full-time introductory course at the start 
of training,. will mean that apprentices cover more 
ground more quickly. This, in its turn, enables the 
new 1969 examination syllabus to break new ground, 
dealing with modern subjects such as automatic data 
processing (as applied to auditing as well as to ac- 
counting), management mathematics and statistics, 
and also to cover in greater detail the existing subjects 
of taxation and management accounting. 

For graduates who study accountancy in depth for 
their degrees, there is a particularly attractive training 
scheme whereby the qualification for membership of 


the Institute can be achieved within some five and’ 


three-quarter years from the date of going up to 
university. It is not only graduates of this type, how- 
ever, whom the Institute welcomes: there is, of course, 
a training scheme for graduates who have not studied 
accountancy and it is the Institute’s hope that more 
recruits will come from university than has been the 
case up to now. 

Copies of the new Guide, which is being widely 
distributed, are available free of charge from the 
offices of the Institute, 27 Queen Street, Edinburgh 2. 


Canadian Institute's Annual Report 


HIS year's annual report of The Canadian Institute 

of Chartered Accountants for the twelve months 
ended April 30th, 1967, has now been published and 
in common with the latest reports of some of the 
United Kingdom accountancy bodies, appears in a 
modern and interesting format. 

The imaginative cover, in colour, is neatly designed 
with sixteen illustrations, each some two inches square, 
depicting not only the broad spread of members' 
activities — from programming a computer to signing 
the auditors' report — but also points of interest about 
the Institute itself,; such as a graph indicating the 
growth in membership in recent years, and a film still 
from the Institute's new twenty-minute colour film 
Men of Account which is to be shown for the first time 
at the annual conference later this month. 

In his report to members, the President, Mr J. M. 
Wilson, C.A., refers to the problem of ever-increasing 
costs over the past few years, culminating in a loss of 
over $27,000 in the year 1965-66. This necessitated an 
increase in membership fees of $7.50 for the year 
ended April 30th last, and in the present financial year 
there will be a further rise of $5. The number of 
members now totals nearly 15,500. 

' The past year has seen the heaviest participation in 
continuing education courses for members since the 
courses were started six years ago. The programme in- 
volved the holding of over one hundred one-day, two- 
day and three-day courses in thirty centres throughout 
Canada and enrolments exceeded 2,600 — an increase 
of 25 per cent over the previous уеаг. The taxation 
seminars proved the most popular, followed by those 
on management subjects such as systems and рго- 
cedures, computers and operations research. Several 
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new courses are planned for the coming year, including 
a one-week course in business finance. 

_ A further illustration of the initiative being shown 
by the Institute is reflected in the announcement in 
the report that 6,500 booklets on Business Operations 
in Canada, printed in both English and French, have 
been sent with the Institute's compliments for free 
distribution at Expo '67 in Montreal. It is felt that the 
booklets will prove helpful to visiting business men 
from other countries. 


- Datafair at Southampton 


HE largest computer conference to be held this 

year — Datafair '67, organized by Тће British 
Computer Society — is to take place at Southampton 
University from September 25th to 29th. It follows, 
on a broader scale, the unique pattern of co-operation 
established between-the-British Computer Society and 
the computer industry in London last year. 

The aim of Datafair '67 is to provide a forum for the 
exchange of information between all those interested 
in computers and their application. This is to be done 
by combining a week-long symposium of authoritative 
papers presented from an impartial standpoint, with 
presentations made by the various sectors of the 
computer industry. 'ТҺезе include manufacturers of 
computer equipment, universities, consultants, com- 
puter bureaux and Government departments. 

-The programme is designed to allow each delegate 

to follow his or her own particular interest. Hardware 
and software applications will be dealt with separately 
in the main symposium, and computer industry 
presentations will continue every day covering a wide 
range of topics. There will also be a programme of 
discussion groups to give delegates an opportunity 
to express their views on specific issues. 
. Various sectors of the computer industry will be 
represented at Datafair '67 to report on their current 
developments and their approaches to particular 
problems through the medium of talks, lectures, dis- 
cussions, demonstrations, etc. The computer depart- 
ments of five universities are also to make presentations 
of some aspects of their work. "Гуго presentations will 
take place between 10.30 a.m. and 12.30 p.m. on each 
day. Each will be repeated, so that there will be an 
opportunity for delegates to attend all the university 
presentations. 


Bankrupt Firms' Records 


NE of the principal aims of the British Records 

Association is the preservation, for use by students 
and historians of the future, of records of all kinds, and 
in recent years work has begun on the records of 
commerce and industry. 

The committee of the Records Preservation Section 
of the Association now feel that large amounts of such 
material might well be held by accountants in respect 
of bankrupt firms for "which they have acted as re- 
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ceivers. Once the bankrupt is discharged, the records 
are unlikely to be required by the receiver, but they 
may be of much use to the historian of the future. The 
Records Preservation Section would therefore be very 
willing to make arrangements for the carriage of such 
records to an appropriate repository, at its own expense, 
and readers who may be able to assist the Association 
are asked to write to Mr C. D. Webster, M.A., British 
Records Association, Charterhouse, Charterhouse 
Square, London ЕСт. 
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It is interesting to note that since 1933 the Records 
Preservation Section has handled and transferred to ` 
suitable repositories — usually local record offices and 
libraries - more than 500,000 legal documents which 
were no longer needed in current business. Such 
documents, unless donated by their owners, are held 
by the repositories on ‘permanent loan’ and may be 
freely consulted or withdrawn by the depositor, who 
may also impose his own conditions as to access by the 
public. 





This ts My Life 


by An Industrious Accountant 


IME was when I used to read the minutes at each 
meeting of the board, a procedure which resulted 


in some directors. occasionally arguing or pressing for 


modifications. Nowadays I circulate typed copies, 
cleared with the chairman, as soon as possible after 
each meeting. This ensures that queries are sorted out 
well in advance, thus precluding arguments at the 
start of the agenda. Indeed, we now invariably take 
the previous minutes as read before settling down to 
serious business. | 

I was therefore rather surprised last week when the 
chairman turned the pages in markedly leisurely style, 
commenting casually on the items, as he initialled the 
top right-hand corners for identification. His voice was 
far too casual, so much so indeed, that a premonitory 
quiver ran through those present. 

He paused for a moment at a paragraph referring to 
George, a recently deceased employee to whose widow 
we had granted a lump sum under our personal 
accident insurance scheme. ‘Poor fellow; I miss him 
around the place,’ sighed the chairman with overdone 
emotion, his histrionic ability always being strictly 
‘ham’. In the alert hush which followed he dropped 
another remark which fairly clattered in the silence. 
‘I hear that his eldest boy has got a job in the car park.’ 

The tension deepened. Junior jobs in the car park 
are notoriously farther from the bottom rung of the 
ladder to success than anything else except other junior 
jobs in the car park, irrespective of merit, hard work or 
hurricanes. 

George had always boasted that his two idolized 
boys were brilliant lads who would one day, with God’s 
help, distinguish themselves at university. They’d 
have the chances he never had. ‘Our lump-sum scheme’, 
I proffered in my best poker-face style, ‘surely had in 
mind provision for children of deceased executive 


staff, in order that they might have their chance in 
life’. ‘The second boy’, rejoined our chief brusquely, 
‘is in the kitchen at the Royal Hotel.’ 

The deputy-chairman, rather red-faced, said that 
there was always potential trouble where deceased 
employees’ children were concerned, but it wasn’t our 
job to do the mother’s work for her. The managing 
director said that our policy had always been to eschew 
paternalism; legally and morally the mother’s rights 
were inalienable. Prinny said morosely that the mother 
had promised to do everything possible for the pair of 
them. . .. George junior had got his ‘A’ levels . . . it 
was a great pity that she should be oblivious to their 
futures in this way. 

"The mother’s in Majorca, I hear’, said the chairman 
with a sort of growl, “апа not alone either; I gather she 
went via Monte Carlo.' Prinny chewed on his cheroot 
till it sparked and said sulkily that it was all very well 
talking but there was nothing that we could do. If she 
claimed she needed all the ready cash for herself and 
she couldn't afford to keep things going without her 
sons' weekly pay, then they'd just have to forego 
university. Naturally, he'd look out for jobs for them 
in the company service in due course, if that would 
help. 

'The managing director regretted that the tendency 
was to reduce staff rather than the reverse, what with 
SET and other financial burdens these days. Maybe 
we should keep in touch as suggested, but the forces 
of economic stress were immutable. Emotional reac- 
tions were unwise in legal complexities. . . 

Тће chairman rasped an unprintable imprecation on 
legal complexities. He looked suddenly in his anger 
like the subaltern who'd once charged home on the 
Uhlans outside Mons. *You just talk straight to that 
disgraceful Jezebel when she comes back', he told 
Prinny, 'and ensure that George's boys get their fair 
share — even if you've got to take a stick to her’. 

‘And you’, he turned on me sharply, ‘see that legal 
johnny of ours tomorrow, and wangle something 
through the red tape fast, no pernickety accounting 
hair-splitting about it, either". 

In view of my whole-hearted support for his charit- 
abie unorthodoxy, I decided to waive objection to his 
uncalled-for aspersions and to break all records for 
speedy action. 
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Partnership Assurance 


E ors adequate provision has been made in 
advance, the death of a partner may come zs a 
crippling blow, particularly in small partnerships. 
Where there is no express agreement, the surviving 
partners do not have the right to purchase the share of 
the deceased partner; in fact, his executors can insist 
on the partnership assets being sold so as to arrive at 
the value of his share in the partnership. Clearly this 
could be very serious for all concerned. 

There will be some easing of the position where there 
is a properly drawn partnership agreement which 
includes a ‘buy and sell’ clause binding the partners 
to purchase the share of a deceased partner, at an agreed 


basis of valuation, from his personal representatives: 


who, in turn, are bound to sell. 'T'his is a step in the 
right direction, but there still remains the problem for 
the surviving partners of finding the money to buy the 
deceased partner's share. Borrowing may not be pos- 
sible at the time when the funds are needed and there 
are other obvious drawbacks to this course. 

Generally speaking, life assurance will provide the 
best solution but this is by no means an entirely 
straightforward operation. In the first place, no policies 
can be effected by the partnership — convenient as this 
would be. This is simply because a partnership is not 
a separate legal entity in English law. 'T'his means that 
whatever life assurance arrangements are effected, 
they must be made by the partners as individuals. 


Tax relief 


From the tax point of view, therefore, no premiums 
paid for assurance protection will qualify as expenses 
of the partnership for income tax purposes. They have 
to be borne by the partners as individuals from taxed 
income. Nevertheless, depending on how the particular 
policies are drafted, it should be possible to claim the 
statutory relief of income tax for life policies. The maxi- 
mum relief — provided the premiums are within certain 
limits — is on two-fifths of the premiums. 

Changes in taxation have had their effect on the 
arrangements which can be adopted. 'T'here was a time 
when it was suggested in some circles, that the best 
arrangement for partners was for them to effect policies 
on their own lives and then assign them to their fellow 
partners. Such policies, since they were effected by the 
partners on their own lives, qualified for the statutory 
relief of income tax on the premiums. This qualifica- 
tion did not cease if the benefits were assigned to 
another person, provided the original assured continued 
to pay the premiums. 
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by An Insurance Correspondent 


This was a satisfactory enough arrangement in the 
past — provided the partners were the same age, that 
they were assurable at the same rates of premium, and 
required assurances for the same amounts. But capital 
gains tax has rendered this method of protection no 
longer a practical propcsition. This is because capital 
gains tax is exigible ап moneys becoming payable 
under a policy to a person who is not the original 
beneficial owner, and who acquired the policy for a 
consideration in money or money's worth; with the 
assignment of policies on the lives of partners as a 
business arrangement, the consideration for the assign- 
ment of one policy is the assignment of the other, 
which is money's worth. | 


Alternative method 


An alternative method along somewhat similar lines, 
which should not attract capital gains tax, is for 
policies to be arranged on a trust basis. One way in 
which this can be done is for each partner to effect a 
whole-life policy on the life of the other. (For purposes 
of illustration a two-man partnership is envisaged.) 
This will, of course, have the side effect that should any 
policy moneys be subject to estate duty, they would be 
treated as a separate estate, provided the trusts of the 
policies are completely constituted from the commence- 
ment of the policies. In addition, the trusts must be so 
drawn that the life assureds never have any interest 
in the policies on their own lives, whether by way of 
resulting trust or otherwise. Besides this, as will be 
seen, there may well be scope for claiming that no 
estate duty at all should arise. 

Although each partrer effecting a policy on this 
basis would have no beneficial interest in the policy on 
his own life, he would ће entitled, as in the case of the 
now obsolete ‘cross ass:gnment’ method, to the usual 
relief of income tax, having effected the policy on his 
own life but for the berefit of the other partner. 


Differing premiums 


It is unlikely in practice that both partners will pay 
equal premiums to secure the same amount of cover, 
due to a difference in ag2 or state of health of one of the 
two partners. One partner will have to pay a higher 
premium for the policy on his own life than the other 
partner is paying. This difference in premium can be 
looked upon as a gift, and thus there might well be a 
claim for estate duty on part of the policy moneys 
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payable on the death of the partner who had been 
paying the higher premiums. Nevertheless, as men- 
tioned, the policy moneys would not be aggregated 
with the remainder of the deceased partner’s estate. 
Therefore little, if any, duty should be attracted. 

A point to bear in mind in this connection is that if 
the difference in the premiums paid does not exceed 
£100 per annum (so that the total over the five years 
preceding death would not have exceeded £500), under 
existing regulations exemption from estate duty could 
be claimed under the ‘small gifts’ exemption. 

Where there is a formal agreement between {һе 
partners that each would effect a policy on his own 
life on trust for the benefit of the other as a means of 
financing the ‘buy and sell’ agreement, the surviving 
partner might be able to claim that the policy moneys 
payable to him on the death of the other partner were 
exempt from estate duty -on the grounds that ће 
acquired the benefit as part of a bona fide business 
arrangement for valuable consideration. 

In the main, however, estate duty should not be a 
serious problem. Basically, for the policy moneys to 
attract estate duty there would have to be an element of 
gift. Provided the partners were not related it would be 
for the Inland Revenue to prove that the arrangement 
was really a gift by the deceased partner. And even 
where the partners were related, if the premiums were 
equal there is a good chance that it could be shown that 
the arrangement was clearly a commercial one for full 
value. 

Even if all or part of the policy moneys should be 
subject to estate duty, a separate estate would be 
formed and no duty at all is charged on estates of less 
than £5,000. A further point in connection with estate 
duty so far as this method is concerned, is that when a 
partner dies, his benefit of the policy on the life of the 
surviving partner would form part of his estate. The 
actual amount would probably be the surrender value 
of the policy. 


Sale of policy to incoming partner 


Quite a good arrangement might be for this policy 
‘to be sold to an incoming partner. It should not be sold 
without careful consideration, however, for the health 
of the partner whose life it assures might have deterior- 
ated and it might be difficult for a fresh policy to be 
arranged at any time should it be needed. The sur- 
viving partner might be ready to buy the policy, and 
in this case the insurance company might be prepared 
to accept the surrender of the policy and issue in 
lieu a new contract, written under the provisions of the 
Married Women's Property Act, for the benefit of the 
wife or a child of the surviving partner. 

In describing this method it has been assumed that 
should there be any difference in the age or state of 
health of the partners, one would be prepared to pay 
rather more than the other. There may well, however, 
be occasions when the difference was so great that the 
partner called upon to pay the higher premium feels 
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that the arrangement should be on a commercial basis. 

One way of tackling this problem is for each partner 
to pay an equal premium. In this case, the older partner 
would be securing less cover on his life (for the benefit 
of the younger partner) than the latter would have 
provided on his life for the benefit of the older partner. 
The difference in cover existing in this case may be 
bridged by the younger partner taking out a supple- 
mentary whole-life policy on the life of the older 
partner. 


Two important points 


There are two important points about this supple- 
mentary policy: since it would be arranged on the 
life of another person (who was not a spouse of the 
pclicy-holder), no relief of income tax can be claimed 
on the premiums paid towards it; on the other hand, 
in no way would the proceeds from it, on the death of 
the older partner, be subject to estate duty. 

If, however, the younger partner should predecease 

the older partner, this supplementary policy would be 
included in the former's estate, attracting estate duty 
on the basis of its current market value, 

Since the basic policies are written on a trust basis 
and are subject to equal premiums, it is unlikely that 
the policy moneys payable to the surviving partner 
would be subject to any estate duty. The policy held 
by the deceased partner on the life of the surviving 
partner could be treated in any of the ways mentioned 
for the previous arrangement. Basically the only 
difference between this method and the previous 
arrangement is that, with the first method the older 
partner pays the extra premium due on account of his 
age, whereas in this case it is the younger partner who 
pays the cost by effecting a separate policy on the older 
partner's life for his own account. 

In each case the reciprocal agreement mentioned 
would have to be provided by solicitors. It is essential 
that there should be nothing in it which is inconsistent 
with the partnership articles. The main points which 
should be covered are that each partner agrees to effect 
a life assurance policy on his own life on trust for the 
benefit of the other; and each partner agrees to pay 
punctually the premiums payable in respect of the 
policy he had taken out. Should either partner default 
over the payment of the premium, the other partner 
should have the right to pay this amount out of the 
firm’s revenue. This would then be charged in the 
books of the firm against the defaulting partner. 

In addition to the above, the partners making the 
arrangements would have to agree not to mortgage, 
charge or assign the policies effected for their benefit 
without the prior consent of the other partner(s). 
Where there are more than two partners, it is par- 
ticularly important that there should be some agree- 
ment between the partners so far as the life assurance 
arrangements are concerned. Such an agreement could 
set out the proportions for the sharing of the cost and 
the proportions in which the benefits should be shared, 
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When 
considering a 


А good merger should not be a regret- 

G 7 table necessity but a welcome form òf 
progress. For many a small or medium sized company, competing against 
bigger rivals, profitable rewards can come from merging with another 
company in the same or a complementary line of business. The advan- 
tages—rationalisation of production and distribution, shared research 
and experience, greater financial strength—can mean all the difference 
between continued progress on the one hand, stagnation on the other. 
Effecting the right merger with the right partner at the right time is a delicate and 
expert task needing the services of a third party. That is n Industrial Mergers Ltd. 
has been established. 

"Industrial Mergets-Ltd. is a subsidiary of Industrial and Commercial Finance 
Corporation. With its own special knowledge plus the backing of I.C.F.C., it has 
unequalled experience in the small and medium sized company sector of British 
industry and possesses. financial resources to. provide the. funds which are often 
necessary to realise the full potential of a merger. 

Industrial Mergers Ltd. is impartial. Our sole interest is to arrange г merger of genuine 
-benefit to both parties. Negotiations are absolutely confidential. 

If you think we can help you please write to Mr. E. R. Izod, Manager, Industrial Mergers 
Ltd., or to the Manager of any ICFC Branch Office throughout the country. If he feels 
the time is not yet ripe he will tell you so. If he thinks you would do better to stay inde- 
pendent, he can help you safeguard your independence. 


INDUSTRIAL MERGERS LIMITED 
. 7.Copthall Avenue, London, E.C.2. Telephone 01-628 6229/4042 
„А subsidiary of Industrial and Commercial Finance Corporation Ltd, 
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decision has beentaken: | 
itsanNCRcomputer — 


A lot of discussion and many searching questions 
are needed to decide which computer suits a 
‘company best. The wide range of NCR systems— 
and the unrivalled services behind them— 
explain why the choice is so often NCR. 


‘Comprehensive technical services, advanced software, 
expert help in site planning, staff selection and training 
and other matters . . . all backed by the resources of a 
world-wide organisation whose computer developments 
‘are based on unrivalled experience of business data 


processing. It is these factors, as much as the capabilities 


of the hardware, that enable NCR to meet so many 
data processing needs so successfully. 
‘Talk to NCR before you make your computer decision. 


You'll be impressed by the trouble NCR takes to establ 
your requirements . .. and by the practical ways іп whi 
these requirements can be met. And when you finally 

choose NCR you'll know that you're in good company 


Decision Makers. These are just a few of the leading 
organisations that have already chosen NCR computer 
A.E.C. Ltd - Associated British Picture Corporation · 
Hertfordshire County Council - Horlicks Ltd . 

S. C. Johnson & Son Ltd - Leicester Permanent Buildir 
Society · Littlewoods Ltd - Lockheed Hydraulic Brake 
Co. Ltd - Martins Bank · Mercantile Credit Company Ltd 
Midland Bank - Procter & Gamble Ltd - Spillers Ltd - 
Sun Life Assurance Company of Canada 





ecimalisation and NCR. NCR is planning ahead for every 
pect of business data processing, and new developments 
clude the revolutionary NCR Point Range of machines for 
stant conversion to decimal operation. Advanced cash 
Jisters, accounting and adding machines, input preparation 
juipment, British computers made by Elliott-Autornation— 
these are part of NCR’s total systems. Plan ahead with 
CR—and start that planning now. 


E А 


September 16:ћ, 1967 ACCOUNTANT 


THE NATIONAL CASH REGISTER COMPANY LTD 206 Marylebons Road London Tel: 01-723 7070 
копље 


ТНЕ 5 
ACCOUNTANT 





How much would you pay 
for a service that 


pays your bills, 

collects your bills, 

and supplies a detailed 
statement every day? 


Giro offers it free. 


Here's how Giro works. Giro is a simple 
system for transferring money, that will 
organise and streamline all your financial 


affairs. If you're a Giro account-holder any - 


of your customers can pay you through a 
post office. If your customers are account 
holders too, payments are made by a simple 
postal transfer between accounts, and 
standing orders can be arranged. (Giro also 
offers & special automatic debit transfer 
service of which details are available.) All 
transaciions are cleared within 24 hours at 
the Giro Centre and you receive a detailed 
statement of account for every day that your 


ЇЇ© 


account changes. 

You won't have any more of those ‘‘Guess 
who sent this?” postal orders and other 
payments arriving shrouded in mystery. You 
won't have to wade through a mass of 
paper work balancing your books. You'll 
have complete, detailed records of who's 
paid, how much, and when. 

What does it cost you? Nothing. You pay 


„а small fee for stationery, but that's all. 


In return, you receive the services of the 
best-organised financial service going—the: 
National Giro. Е 


_ It cpens in the autumn of 1968. | 


рено сазы сз а чт 


Giro Directorate, Post Office Headquarters, 
Empire House, St. Martin’s-le-Grand, E.C.1. 
Please send me full detalls of what Giro could do for ту 
business. Can all my transactions really be this simple 2 


NaMe cocci аа notin dear Ка шн p eu prep ER нде 


Ааваа пи Sls ыны ыдын неби 
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So far only the question of the death of a partner 
has been considered. As a precaution, however, against 
a partner wishing to withdraw his capital before death, 
it may be thought advisable by the partners to make 
specific provision for this. Much depends on the ages 
of the partners, and in this case endowment policies 
will have to be employed rather than whole-life 
policies — and the cost will be greater. 


‘Trust’ policies 


Although ‘trust’ policies arranged on a reciprocal 
` basis аге a useful form of arrangement (in that usually 
income tax relief can be obtained on part of the pre- 
miums and there should not be a heavy estate duty 
liability in connection with the policy moneys), there 
are other ways of tackling the same problem. 

For instance, perhaps the simplest solution (which 
is suitable when there are two partners having equal 
shares) is for a joint whole-life assurance to be arranged 
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— with the sum assurec. payable to the survivor on the 
death of the first рагіпэг. Where both partners are the 
same age, the premium can be divided equally between 
them. In other cases -he insurance company can be 
asked to show how th» premium is made up so that 
each partner can pay the true cost of assuring the life 
of the other by this means. 

Another method is simply for each partner to arrange 
whole-life policies on the lives of the other partners. 
This has the advantag2 of being straightforward, but 
here again no relief of income tax can be claimed on 
the premiums. There should be no difficulties over 
estate duty in this case, apart from the value of the 
policies on the lives of the surviving partners held by 
the deceased partner at the time of his death. His 
estate would be increased by this amount. 

These are the main ways in which partnership 
assurance can be tackled, although it must be remem- 
bered that changes in taxation are liable to upset the 
best laid plans in the future. 


A Methodical Approach to Decision 


Making 


by GORDON WAINWRIGHT, B.A. 


Lecturer responsible for English and General Studies, Hebburn Technical College, Co Durham 


Why is it that a man may be a good accountant and yet fail to develop his full 
potential in senior and more general management? Frequently, the answer fies 
in an inability to make decisions. This article considers the problems facing 
accountants — and those in other professions — in reaching the right business 


N recent years highly-sophisticated business tech- 

niques have been developed to aid the accountant 
and business management generally in the quest for 
the right business decision at the right time. ‘There is 
still, however, a widespread ignorance of the funda- 
mental nature of all decisions and of the most effective 
methods of making them. 

А. decision is a conscious, deliberate, act which in- 
volves choosing between alternatives. It is binary in 
nature, which is to say that the response involved is 
one of ‘accept’ or ‘reject’. Even where several alterna- 
tives are open in a situation, we must usually accept 
one and reject all the others. This being so, decision 
making is an activity which lends itself particularly 
well to a methodical approach. Before considering a 
possible method, it may be helpful to take a look at the 
kind of decisions one has to make and at some of the 
reasons for many people's indecisiveness. 

"There are many kinds of decisions which one is called 


decisions. 


upon to make in the course of a working week, but the 
ones which seem to cause the most trouble are those 
involved in solving problems, evaluating previous per- 
formance and predicting the outcome of a possible 
course of action. What are the reasons for indecisive- 
ness, particularly at times when a speedy, firm decision 


is called for? 


Fear of being wrong 


The greatest single cause is undoubtedly a fear of 
being wrong and of the consequences of this. But one 
can also dither and dally because of a lack of the infor- 
mation necessary for making a decision. À man's 
personality may be such that it prevents him from 
assessing a situation ob: ectively and acting accordingly. 
He may also be rushed by circumstances beyond his 
control into hasty action before he has had time to 
give due consideration to the consequences of that action. 
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Unfortunately, it is a fact of modern business life 
that decisions — even quite far-reaching decisions — 
very often have to be made quickly, and to complain 
that more time is needed can frequently lay one open 
to charges of procrastination and obstructiveness. Who 
has not, at some time or another, encountered the 
managing director who wants a decision ‘yesterday, if 
not sooner’ on a major proposal or policy change? There 
is little one can do about such situations except try to 
introduce sounder ideas about forward planning, but 
there is a great deal to be done in more normal circum- 
stances to save time and ђе able to give a decision 
without undue delay. 

Over the last year or so in running courses in the 
north-east of England, the writer has developed a 
basic method for making decisions which seems to 
have a wide application and which -helps to overcome 
the difficulties which many otherwise highly qualified 
professional mer. and women experience. It is based on 
the thesis that logical, rather than intuitive, procedures 
are generally the most effective, and it takes account 
of the basic principles of clear thinking. 


Answer method 


The ANSWER decision-making method, as it is 
called, takes its name from the key words used to 
describe each stage: Analyse, Note, Select, Work out, 
Evaluate, Review. It is used in the following way: 


Analyse. Collect all the available information about 
‘the problem to be dealt with, the forecast to be 
made or the performance to be reviewed. Define the 
requirements from the situation (How soon does a 
decision have to be given? How final will the decision 
have to be? How far-reaching аге (Ве effects of the 
decision likely to be?). Subject the facts to the closest 
analysis that time permits. 


Note. Assess the importance and significance of each 


fact, making notes for one’s own guidance. Isolate an 
ге Suny 8 у 
peculiarities in the situation. Make a note of all the 


courses of action open. Make sure the situation has 


been considered from all pcssible angles. 


Select. Choose two, or three, of the most suitable 
alternatives, bearing in mind the requirements from 
the situation and the nature of the decision to be made 
(problem-solving, predictive or evaluative). 


Work out. As far as they can be seen, calculate the 
effects of each of the selected possible decisions. 'l'his 
should be done chronologically or in some other appro- 
priate sequence. 


Evaluate. On-the basis of the knowledge and insight 
so far acquired, and where necessary drawing upon 
previous experience, assess which course of action, 
solution or decision best meets the circumstances. 


Review. Check back through each stage of the pro- 
cess to eliminate error and to make sure that nothing 
which might affect the final decision has been over- 
looked. 'T'he position has now been reached when the 
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decision may be made and appropriate action taken. 

'This is the essence of the method, though obviously 
one learns to apply it stage by stage in practice decisions 
made during a course of training. However, a great 
deal can be achieved by trying it out on one's own 
either on practice problems or in real situations. ЈЕ 
usually takes only a few attempts before significant 
savings in time taken to reach even difficult, complex 
decisions are noticed and an increased confidence and 
assurance in decision making ability becomes apparent. 


Points to remember 


In addition to using this method whenever there is an 
important decision to be made, with minimal risk of 
error and miscalculation, there are a number of other 
points which can usefully be borne in mind. One fre- 
quent source of error in decision making is an un- 
willingness to consult others. Since advice is usually 
free, it is always worthwhile sounding out others' 
opinions, if only to give one greater courage in one's 
own convictions. The fullest use should be made of 
one's critical faculties in arriving at decisions, and in 
achieving this an awareness of the basic principles 
of clear thinking and of some of the main fallacies in 
thinking of which everyone is guilty at one time or 
another, is useful. Any of the books recommended 
at the end of this article will be helpful for this. . 

Many decision-makers neglect, to their cost, the 
human relations aspect of many decisions. Even 
decisions involving inanimate objects and processes 
will frequently affect the people who deal with them 
and many a good idea for increasing working produc- 
tivity, for example, has foundered because the decision- 
maker forgot about the people concerned in putting it 
into effect. Similarly, one should make the best use of 
one's communication skills (writing and speaking, par- 
ticularly) in communicating decisions effectively and 
acceptably to all the people likely to be affected by 
them. 

Finally, one should always be ready to admit the 
fact (if only to oneself) whenever it is found that one 
has made a wrong decision. There is no purpose to be 
served by adhering to a course of action out of motives 
of personal pride or to preserve 'face' and a great deal 
can be learnt from a methodical analysis of one's 
failures. Today's wrong decisions, if properly assessed 
and understood and not swept under the carpet, can 
usually be made to provide the basis for tomorrow's 
successes. ` 


Recommended Books 


Straight and Crooked Thinking, by Rober: Thouless, 
Pan Books. 


Thinking to Some Purpose, by L. Susan Stebbing, Pelican. 
The Psychology of Thinking, by Robert Thomson, Pelican. 


Language апа. the: Pursuit of Truth, by Jchn Wilson, 
Cambridge University Press. 


Judgment in Administration, by R. E. Brown, McGraw- : 
Hill. | : 
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Sixteenth-century Accounting 


The Ledger of John Smythe, Merchant of Bristol 


ISCUSSION of early accounting methods in England 

has been based very largely on the textbooks published 
in the second half of the sixteenth century. The few account 
books surviving from the early part of the century have not 
been subjected to detailed analysis and the general impres- 
sion has been that, though they might be in bilateral form, 
the methods of book-keeping employed were both primitive 
and careless. A study of the ledger of the Bristol merchant, 
John Smythe, who traded to Spain and Gascony and whose 
account book spans the years 1538-1550, has shown that he 
was using a system of venture accounting very similar to that 
used in fifteenth-century Italy.! 

Until comparatively recently little has been known about 
the lives of provincial merchants in England in the sixteenth 
century and, since few of their records remain for study, 
almost nothing was known of their business methods. It is 
generally accepted that England – most of Europe in fact — 
was about two hundred years behind Italy in the techniques 
of accountancy and banking. However, as Professor Lane 
found in Venice, ‘mercantile practice was far better and 
far more varied than is indicated by the treatises published 
in the sixteenth century? That this was true for Italy, 
France, the Netherlands and Spain has long been obvious. 
It may be that, with further study of the records, we shall 
find that it is true also in England. 

The few remaining English account books suggest that, 
though English merchants occasionally had difficulty with 
Arabic numerals and with alphabetical order, they well 
understood the basic principles of accountancy. If they did 
not use full double-entry book-keeping, it was not for lack 
of the opportunity to learn it but because the scale and nature 
of their trade made such detailed and accurate book-keeping 
not only ‘to painfull and busy’, but possibly unnecessary 
and uneconomic. When the merchant was his own ac- 
countant it was less likely that ‘so many daungers and 
discomodities’ would come ‘of the negligent kepyng of 
reconynges’.3 


John Smythe’s ledger 


The John Smythe ledger is a large, leather-bound volume, 
originally fastened with a strong buckle and strap. The 


1 Bristol Archives AC/B63, to be published jointly by the Historical 
Manuscripts Commission and the Bristol Records Society. 

2 F, С. Lane, ‘Andrea Barbarigo, Merchant of Venice 1418-1449’. 
Johns Hopkins University Studies in Historical and Political Science, 
Series LXII, No. 1 (Baltimore 1944), page 154 n. І. 

з Ympyn, A Notable... Woorke .. ., Chapter 29, quoted Yamey, 
Edey and Thomson, Accounting in England and Scotland 1543-1800, 
(London 1963), pages 6-7. 


by JEAN VANES, B.A. 


leather has an all-over pattern of tooled rectangles and 
diamonds, the pattern larger on the front than on the back. 
It is in excellent conditicn, though it has been repaired at 
some time and some of tke pages restitched out of order. It 
has three hundred folios of 13 in. x 83 in., with the water- 
mark ‘J. Nivelle’ which shows that the paper was manu- 
factured at Troyes in north-eastern France where the 
ledger may have been made and then exported to England. 
It covers the years 1538 to 1550 and is apparently one of a 
series though it seems to bear no distinguishing letter A, 
B or C, as one might expect. Most of the earlier accounts 
were brought forward frem an ‘old Боке w° began in anno 
1533' and many accounts end with “ГЫз cownt is passed 
into my newe booke fo. the ij? day of July anno 
1550'. ; ; 

The first folio records anly that ‘This boke of accowmptes 
aperteynith to John Smythe, marchant of Bristowe’ and 
carries one of Smythe’s merchant marks. Each folio is 
headed with a cross and, occasionally, having dispatched a 
particularly valuable consignment of goods, Smythe adds, 
‘God send hit вай”. However, ‘God and profit’4 were already 
beginning to part company. There is no long prayer like 
that in the 1436 Borromeo ledger ‘to the salvation of our 
souls and with honour and profit to our bodies,? nor a 
petition like Ympyn’s, ‘Please it God, our merciful Lord, to 
grant me grace to earn and gain and may He preserve me 
from adversity’; nor when he notes his profits does Smythe 
add, ‘Praise and honour to Almighty God who granted me 
this. Amen.'5 By 1779 a merchant who kept his books 
carefully was said to ‘walk in the paths of moral rectitude." 
God had already begun to help only those who helped 
themselves. 

Pages of the ledger are given up to the enumeration of 
Smythe’s plate in 1539, 1542 and that which was in his 
‘powar’ in May 1549, scme of it possibly as pledges for 
debts. When his mother died in 1546 he made a list of her 


' possessions and a note of the legacies he must pay according 


to her will. There is, however, no attempt to estimate the 
value of all his possessioas, such as Mellis suggests there 
should be in a ‘solempne Inventorie’. It is possible that such 
an inventory would be in a 'Secreat greate Boke’. Similarly, 
the ‘Kalendar’, ‘Abecedario’ or table of contents was often 
a separate sheet or зерага:еју bound pages in the front of a 


5 Т. Origo, The Merchant of Prato (London 1957), page 114. 

5 P, Kats, ‘Double entry Bcok-keeping in England before Hugh 
Oldcastle’, The Accountant, LXXIV (1926), page 92. 

ФР. Kats, "Ihe “Nouvelle Instruction" of Jehan Ympyn 
Christophle', The Ассоитапг, LXX VII (1927), pages 267 and 269. 
7 Quin, Rudiments of Book-Feeping, quoted in Yamey and others, 
page 11 (author's italics). 
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ledger® and, if Smythe kept one, it has been lost. The 


entries are not in alphabetical or date order and when a page. 


was full the balance of the account was simply transferred 
to the next empty page. It is not unusual to find an account 
of 1549 or 1550 pushed in between two earlier accounts. 

Smythe sets out his accounts clearly in correct bilateral 
form; the folios numbered across the double page from 1 to 
300, the left-hand side for debit, the right-hand side for 
credit. However, although his accounts are set out ‘alla 
veneziana' and in many ways they resemble those of 
Andrea Barbarigo, accountancy was for Smythe almost 
certainly the *Reconynges of Spayne’ learned from the kind 
of apprenticeship described in The Marchants Avizo!9 with 
several years spent in Spain. His own apprentices travelled 
a great deal. At one time, in 1546, while Henry Setterford 
was at Bordeaux, Hugh Hammond was in Andalusia and 
Robert Tyndall carried money from one to the other. 
Tyndall, particulerly, seems to have spent many years at 
San Sebastian. | | 

Such experience must have enabled the apprentice to 
gain a good knowledge of Spanish business methods. In 
addition, several other Bristol merchants lived for some time 
in Spain. Robert Therne and his brother Nicholas, Thomas 
Howell, Roger Barlow, Thomas Batcock and Hugh Tipton 
all lived in Spain during the first half of the sixteenth 
century and all were Bristolians or had strong ties with the 
town. Smythe had dealings with most of them as well as 
with William Ostriche, the London merchant who was the 
Governor of the English merchants at San Lucar near 
Seville. Edward Pryn with whom Smythe and some 
Portuguese merchants formed a company іп -1540 spent 
many years in Portugal and must have had a good knowledge 
of accounts to be ‘admyttyd for mynester’ of the company 
‘here in Ynglonde'.!? 

Early manuals of accountancy are lacking in Spain as in 
England, but it is possible that such business techniques 
were introduced into southern Spain from Italy. As early as 
1390 Italian firms like that of Datini had factors in Catalonia 
who kept their books in double entry,9 but it was the 
presence of an important colony of Genoese at Seville from 
the thirteenth century! which may provide the link 
through which Bristol merchants learned Italian techniques. 
That these methods were well understood in Spain by the 


з Ympyn, Chapter III, quoted P. Kats, The Accountant, LXXVII 
(1927), page 266. In 1522 Thomas Howell, the London draper, 
paid 35 4d for his ledger and 8d for a Kalendar. (I owe this reference 
to the kindness of Mr J. Brierley who is editing the ledger.) 

? R. de Roover, "I'he Development of Accounting Prior to Luca 
Pacioli’ in Littleton and Yamey, eds. Studies in the History of 
Accounting (London 1956) page 139, quotes this description of 
bilateral form from a Florentine, Paliano di Falco Palliani, 1382. 

10 P, McGrath (е4.) The Marchants Avizo (Harvard, Cambridge, 
Massachusetts, 1957), pages xvi-xxiii. 

1 у. Alban Fraser, Spain and the West Country (London 1935), 
pages 92-96. Bristol Archives, St John Baptist Misc. Papers 178. 
1? Е, W. Weaver, Visitations of the County of Somerset 1531 and 
1573 (Exeter, 1885), pages 125-126. Pryn's nephew married a 
Portuguese lady and became aide to Don Antonio, the Portuguese 
Pretender. B. M. Lansdowne MSS. LIII 24, LIV 74. 


9? Т, Origo, The Merchant of Prato, page 114. В. de Roover in 
Littleton and Yamey, pages 138 and 141, gives an example of 
Italian venture accounting in Spain. 

M Т, Lynch, Spain under the Hapsburgs, Volume I (Oxford 1964), 
page тоз. R. Pike, “The Genoese in Seville and the opening of the 
New World’, Journal of Economic History, Volume XXII (1962), 
pages 348—378. А. Girard, *Les étrangers dans la vie économique 
de l'Espagne au XVIe et ХУП? siècles’, Annales d'histoire écono- 
mique et sociale (1923), pages 567—578. 
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mid-sixteenth century is shown by the ledgers of Simon 
Ruiz, which begin in 1551.15 

Smythe's daily purchases and sales were recorded in a 
‘shop-boke’, though, unfortunately, none of the shop 
books has survived. The sixteenth-century manuals re- 
commend that three books should normally be kept, the 
shop book or Memorial, the Journal and the ‘Leager’ or 
*Quaterne' — the ‘great boke of accompts.'19 However, they 
admit that *howe be it, some marchauntes there be, that use 
but small feate of marchandise, which do occupie but onely 
the Journall and Leager'.!? А ‘jornal’ is mentioned once by 
Smythe but as there are no other references to it, this would 
seem to be an error for the shop book. 

In the shop book – only once called ‘my memoryall’ – 
every transaction was noted in detail by himself, his family 
his apprentices and servants and this daily information was 
later transferred to the ledger. This was often done much 
later and not within the prescribed five or six days. Ympyn 
comments that ‘a right Marchant of Italy will not faile to 
write at after none all thynges that he did in the forenone'. 
Smythe frequently seems to have left it for two or three 
months and this may acccunt for some of the mistakes in the 
ledger. On one occasion he was forced to write on an ac- 
count for iron, ‘Itm. ў ton xij С w° I do fynde lackyng by 
this cownt, whether it be stolen or forgoten to be sett аро? 
my shop boke when it was solld I can not well say’. 

Although Smythe does not strictly follow the instruction, 
that ‘in the Journall or Leiger book there may not be any’ 
alteration of Cyphers, blotting (nor places left in blanke in 
the Journal) ... otherwise the books.are of no credit in 
Law',$ his corrections are usually carefully made. The 
wrong figure is erased and the correct one inserted and at 
the end of the entry it is often repeated – ‘I sey vj”. For 
a whole incorrect entry he writes, 'I arryd in settyng this 
itm. and therefore wryte it discowntid in a newe cownt’. 
Sometimes he was in a hurry and merely crossed out and 
there are many blank spaces, but the constant naming of 
sureties and witnesses in his various transactions would seem 
to indicate that the books themselves were not yet sufficient 
evidence in the Bristol courts of Staple and Tolzey. 


Моде! of venture accounting 


From a study of the John Smythe ledger it seems clear that 
Smythe was using a system of venture accounting similar 
to that described by Professor Lane from the account books 
of Andrea Barbarigo of Venice. The main characteristics of 
venture accounting have been found in all the surviving 
Venetian account books as well as those of Ragusa.!? This 


15 Н. Lapeyre, Une Famille des Marchands: Les Ruiz (Paris 1955) 
pages 339-345 

18 Т, Peele, The Maner and fourme ..., (Richard Grafton, London 
1553) Chapter V. 


17]. Mellis, А Briefe Instruction . . 
1588) Chapter V. 


18 Malynes, Lex Mercatoria 1656, quoted Yamey and others, page 
49. In the Chancery Court in the sixteenth century the account 
books of the London merchants seem to have been accepted in 
evidence. Public Record Office, Early Chancery Proceedings, 
Ci 589/43, 'theire bookes of theire owne wrytyng to be of lyke 
forsse as is a specialtie'. A speciality is a legally enforceable deed 
or contract – F. Pollock and Е. W. Maitland, The History of 
English Law (Cambridge, 1911), Volume II, page 220. 


19 F, С. Lane, ‘Venture Accounting in Medieval Business Manage- 
ment’, Bulletin of the Business Historical Society, XIX (1945), 
page 168. : | 


.„ (John Winder, London 
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Ап" ітрессабе background dating back to the very beginning of mechanized office equipment. A 
penchant for fitting in to any sort of Company... and an ability to adapt to any system: Superbly elegant 
appearance, and utterly dependable under pressure. Yes, why not employ the Remington ARISTOCRAT 
accounting machine... fast, economical, incomparably efficient... this is the machine with ALL the 
plus features. m : | . 

Time saving abbreviations on a simplified keyboard: Choice of carriage lengths: Multiple Registers: 
Variety of front feeds. There is the Aristocrat 600 range—or the Aristocrat 700 range with 4 to 25 registers. 
Fast, economical machines that make easy work of man-size jobs for any type of business, Unlike so 
many other accounting machines the ARISTOCRAT is supremely flexible, adapting to virtually any system. 
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system which was the 'most practical form for merchants 
much of whose wealth was coming and going on the seas' 
enabled Smythe to keep account of his obligations and claims 
through the various personal accounts which include also 
family and household expenses. 

In addition, by means of the ‘voyage’ accounts, he could 
compare, year by year, the relative profitability of the 
- various overseas markets to which he sent his goods. 
Accounts for apprentices and factors abroad would enable 
him to correlate his accounts with theirs, while commodity 
import accounts showed clearly the amount of profit 
recently received on iron, the various kinds of wine, fruit, 
woad and oil. If he needed to do so, Smythe could calculate 
his total profit over any given period in a profit and loss 
account to which he closed the voyage and imported 
commodity accounts. : 

The complete system is shown below. When Smythe 
bought leather from Thomas Machin in 1540 he credited 
Machin’s account and debited the accounts for calf skins 
and hides. His payment for the leather appears but there is 
in the ledger no cash account to be credited. When the 
skins were laden in his ship, the Trinity in February 1541, 
the leather accounts were credited and a voyage account – 
‘Viages to Biscay in este Spayne (Robert Tyndal my 
prentes being my ffactor there)’ was debited. When 
Tyndall’s account came in to his master, Smythe credited 
the voyage account with the selling price of the goods and 
debited T'yndall’s account. Unfortunately, Smythe often 
did not bother to copy into the ledger the account he re- 
ceived from his factor, so the accounts from Tyndall 
mentioned do not appear, though there are other examples 
of accounts from factors in the ledger. 

The credit side of a factor’s account showed the total of 
the purchases he had made for his principal and his own 
expenses. The purchases were then debited to an imported 
commodity account, such as that for wool oil. When 
William Pickes bought oil on May 2and, 1542, his account 
was debited and the oil account was credited. Pickes did not 
pay any money in 1542 but is credited with canvas for sails 
and with candles and timber purchased by Smythe fo,’ his 
ship. Smythe started an account for the ship but ere sed it 
through and it seems possible from the large пи. дег of 
entries for stores and for payments for freight frc. a other 
merchants that he may have kept a separate book for the 
ship. Similarly, the system as set out is not completed in the 
ledger because there is no cash account. 


MODEL oF VENTURE ACCOUNTING USED BY SMYTHE 


DEBIT (L) 


‘owithe — 


CREDIT (R) 


*— is dewe to have — 


1. Personal account of supplier 


cash or goods cloth or wheat, leather, lead, 


etc. 


2. Export Commodity Account 


cloth or from consignments to ships 
wheat, leather, lead f 1 R. 


3. Voyage Account 


detail of consignment from 
2 R to factor with all costs 
‘Clere aborde’, names of 
ships, masters, merchant 
marks 


factor's account of sales 
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PROFIT or LOSS 


4. Factor's Account 


factor's account of sales 
from 3 R, cash sent to him 
or bills of exchange 


factor's account of pur- 
chases, costs ‘clere aborde' — 
tax, freight, insurance, fac- 
tor's expenses 


5. Import Commodity Account 


factors account oi pur- 
chases and costs from 4 R 


detailed list of sales to 
customers 


. PROFIT or LOSS 


6. Personal Account of Customer 


Wine or oil, iron, woad, etc. 
asin 5 R. . 


cash or goods 


7. Cash 


from customer to supplier 


8. Profit and loss 


‘Gaynes for ту owne acownt ‘Gaynes is dewe to have — 
owith — 


Many of the sixteenth-century manuals advise the mer- 
chant to keep a separate cash-book and this was often done 
in order to keep the exact details of the master's wealth 
secret from the appreatices and servants. However, in the 
absence of any references to a separate cash-book, it is 
impossible to be sure -hat Smythe kept one. "Thus, with no 
cash account, no account for the ship and no accounts for 
expenses or for the profits of money-lending, as well as 
Smythe's occasional failure to copy factors! accounts and 
commodity accounts in full, there are a great many entries 
in the ledger for which it is impossible to trace a corres- 
ponding debit or credit. 

Profits and losses from voyage accounts and imported 
commodity accounts were carried to a profit and loss ac- 
count. This was closed at the end of January 1544 (the 
date in the ledger is given as January 1543 because in the 
old calendar the year began in March), but the total profit of 
£1,427 165 odd was not transferred to a capital account nor 
was there any attempt, at least in this ledger, to estimate the 
total value of the merchant's assets at this time. А second 
profit and loss account, like many of the accounts in the 
second half of the ledzer, was never completed. 


Personal accounts 


There are necessarily a large number of personal accounts in 
the ledger. These are clearly set cut and in the accepted 
form, though the pages are not ruled into columns. Most 
items are carefully dazed and the exact amount and type of 
commodity is specified. The cost and total value of each 
purchase is stated, often in Arabic numerals, sometimes in a 
mixture of Arabic and Roman, and then set out, usually 
in Roman numerals in the final column, these being 
regarded as less liable to error or felsification. Generally all 
foreign currency is changed inte sterling in the totals 
column, though on one occasion the whole of Thomas 
Shipman’s account from Biscay was copied into the ledger 
in maravedis. It is noticeable that Smythe always uses 
Arabic numerals when dealing with maravedis.?? 


20 A maravedi was a coin of Moorish origin. 
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A Personal Account 


248 L anno 1546. 

Edward Rowley of Kingsnorton owithe 
the 14 day of July хушу! ijf ob. уе is for 
the rest & closyng up of his acowmpt fo. 
167 за aa s me „> xviijli 
Itm. the 15 day of July 578 115 4d & is for 
viij tons, pipe, ў qr. iij П. Rendry iren at 
у}! the ton & j ton, j qr. xxiij li. 5.5.21 
iren at xix nobles the ton, to be paide at 


ў 


all tymes requyrid . lvjli xjs цё 
etc. 
anno 1546. 248 R. 
Edward Rowley per contra is dewe to 
have the 22 of December 
xviij г. by Grevys om zt .. xviij 
Itm. the 21 day of Jenyver г. by Letes | 
father ioe " m m .. xvii xs 
Itm. the 25 day of May anna 1547 r. of 
hym at Bristowe xl! & I rebate to hym 
xviij4 ob. попігій all oe бе xli — js vjd ob. 
Itm. the 8 day of Augost r. of hym at 
Bristowe xxxvijli .. vs P» . xxxvijli 


'etc. 

Other personal accounts include freight charges, house 
rents, purchases of victuals and stores for his ship, expenses 
connected with his civic duties and accounts of money- 
lending. Although valuables, such as “а flat cup & a smawle 
standyng cup of sylver' were often taken as pledges for 
loans, no profit is shown from these transactions, since to 
take interest on a loan was for most of this time illegal. Only 
once does he write, 


Itm. for Master Bowen 5 nobles the prinsypall & the 

costes 3s 74 23 
as though interest of approximately xo per cent was being 
taken. It seems probable that the money-lender found some 
way when interest was forbidden to take a concealed profit. 
Professor de Roover has suggested that in Italy the bor- 
rower actually received something less than the sum 
recorded in the ledger. 

Very rarely was anything paid for in ready money. Apart 
from ‘barter’ agreements, ‘three monthes and three 
monthes’ was usual, or ‘half in hand and half at Ozr Lady 
Day’ or at one of the local fairs. The amount owing was 
recorded on a bill stating the agreed days of payment. Аз 
payments were made, they were recorded on the back of the 
bill and when all was paid the bill was returned. Payments 
rarely seem to have been made on time. Smythe recorded 
all the details of his own bills in the ledger and often 
crossed off the amounts owing as he paid them, a practice 
which drew the censure of a seventeenth-century writer 
who complained that thereby ‘the Beauty of their Books is 
turned to Deformity.'?* 

Prices vary a great deal but one can only suppose that the 
price was lowered on the unusual occasion when someone 
paid cash. There are times when so much is ‘discowntid’ or 
‘rebatid’ in the price but whether this is the result of 
prompt payment or poor quality is difficult to discover. 
Payment was sometimes by a ‘circular’ or ‘giro’ method,” 
a well established practice by the fifteenth and sixteenth 


2: *Rendry! is Renteria in Northern Spain, ‘S.S.’ is San Sebastian. 
22 Blank in MS. 

23 This entry is dated 1548. During the years 1545-1553 interest 
of то per cent was legal in England. 

24 Monteage, Debtor and Creditor, 1675 preface, quoted in Yamey 
and others, page 12. 

2 P, Kats, ‘Double-entry book-keeping in England before Hugh 
Oldcastle’, The Accountant, LXXIV (1926), page 95. 
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centuries. It was quite usual for Smythe to supply wine to 
William North or Stevyn Chick who then paid John 
Yerbery for the cloth he had sent to Smythe. With some of 
his customers Smythe waited years for payment and there is 
a formidable list of debts and desperate debts in the in- 
ventory taken at his death. 


Voyage and factor accounts 


Some of the more interesting accounts in the ledger are the 
voyage accounts which correspond exactly to the ‘Viazo’ 
accounts of Andrea Barbarigo and which are described by 
Mellis in his Chapter XV on ‘Viages’. A merchant regularly 
concerned with exporting to various overseas markets 
wished to compare their relative profitability each year as 
well as to be able to check the accounts of his agents or 
factors abroad. Each time he sent a large consignment, 
usually in a particular ship or fleet of ships, he opened a new 
account. This contained on the debit side full details of all 
the goods sent; their cost and quality; how they were 
packed and sometimes their merchant marks, and the names 
of the ships and their masters. All the costs and expenses 
were added here, including the carriage to Bristol, the 
dyeing and finishing o7 cloth and licences and insurance. 
The credit side was completed when accounts were received 
from the factor or when the whole consignment was sold. 

If the account was closed before all the goods were sold 
those remaining were debited to the following year’s 
account at their cost price. The debit side, or sometimes 
both sides of an account had left-hand columns in which 
the goods were listed so that none was forgotten when the 
account was closed. Апу profit or loss was then posted to the 
profit and loss account. In Smythe’s ledger there are accounts 
of voyages to Bordeaux, Biscay, Lisbon and Andalusia. 

An account was opened for the apprentice ог factor who 
was then debited with the value of goods sold and any 
money sent to him and credited with the purchases he made 
on his master’s behalf. It usually seems to have been 
necessary to export gold in order to complete the purchases 
for the year. In 1539 Francis Codryngton carried 110 
Crowns of the sun by land to Tyndall at Bordeaux while 
196 ducats and 97 Crowns went by sea. In 1546 Edward 
Pryn as ‘taker’ made Smythe as ‘remitter’ a Bill of Exchange 
which the purser of the Trinity of Wales carried to Hugh 
Hammond in Andalusia so that Hammond as ‘payee’ was 
able to obtain £25 from Pryn’s agent, Hugh Tipton. This 
was money Pryn owed Smythe from the profits of the 
company importing woad. 

In 1547 when Hugh Hammond sent money from 
Andalusia to Bilbao he sent 600 ducats in cash carried by 
Tyndall and 200 ducats in a bill made by John Swetynge of 
Cadiz to be paid to Henry Setterford at Bilbzo by Robert 
Jeffarson, merchant of London. These are the only occa- 
sions when bills of exchange are mentioned, though 
Smythe sometimes notes a loss on the exchange of gold. He 
obviously followed Weddington’s advice with his factor’s 
accounts, first to ‘peruse diligentlie and se yf in all thingis 
they Бе just’? because he sometimes notes an alteration. 

Itm. more j ducat w° he r. of the 

. purser of the Primros & gave me no 

cowmpt of hit ц T ня vs 

Professor Lane found in the Venetian merchant’s ac- 
counts that factors were very slow to send in their accounts, 
possibly from negligence but also possibly because of delays 


26 Weddington Breffe Instruction . . .' quoted by Yamey and others, 
page 97. 
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in settling local expenses, taxation and freight charges. This 
may be one of the reasons why so many of the voyage ac- 
counts in the second part of the Smythe ledger have no 
credit entries and the second profit and loss account on 
folio 200 is incomplete. On the other hand, the war with 
France may have caused losses at this time and Smythe was 
granted a licence to import Bordeaux wine in 1545 because 
of the great losses he had sustained *by serving his Majeste 
this sommer upon the see'. It may have been that some of 
these consignments were lost but he makes no note of it. 
Only one brief account for salmon from Ireland carries the 
note, “Му foreseid cabow (cargo, merchandise) being 
employed was taken wt Scottes’. 


Commodity accounts 


Occasionally accounts were opened for the main exports – 
cloth, wheat, leather and lead — as these commodities were 
purchased and recorded in various personal accounts. 
However, this was by no means general and where no com- 
modity account exists it is very difficult to trace an individual 
purchase of cloth, for example, from the supplier's account 
straight to the debit side of a particular voyage account. In 
the second part of the ledger, even where they exist, these 
commodity export accounts are often not complete. 

Commodity accounts for imports were usually very 
detailed. Separate accounts were opened for the various 
types of wine; Gascon, sack, bastards, taynts, osseys. There 
are many accounts for iron and for wool oil, as well as those 
for woad, soap, raisins and figs and salt. 'T'he debit side of 
such an account gives the price of the goods 'clere aborde’ 
the ship, then all the expenses of freight, taxes, insurance, 
windage, hauling and stowing. 

The credit side usually gives a detailed list of purchasers 
with dates of purchase, amount and total cost and the folio 
reference of the customer's account. Both sides of the ac- 
count have left-hand columns in which the quantity is 
recorded so that Smythe could be sure that the total amount 
on each page coincided. А typical entry on folio 84 R., for 
wool oil reads, 


8 Itm. the 22 of May 52" for iiij tons to . 
William Pikes fo. 97. .. ці 


The credit sides of the iron accounts were often sum- 
marized unlike the others, 

anno 1542 
Ігеп per contrais deweto have the 19 day 
of Augost 4051 75 that is Ног 67 tons, 
7 С, j ar. ll Н. iren conteyning 6451 
endes solld from the 7 day of Aprill 
last past untyll this day at divers 
prises as by my shop boke more largely 
may apere, montith as aforesseid 


153 R. 


суй vij 
etc. 

When these commodity accounts were closed, it was 
often necessary to value the remaining stock to carry 
forward to a new account. The basis for this valuation was 
usually the cost price, sometimes a possible selling price and 
sometimes something between the two. There is on one 
occasion the possibility that an allowance was made for 
deterioration in quality in his stock of woad, but this is 
impossible to prove. 

From odd papers found in the ledger it would seem that 
it was often the task of one of the apprentices to descend to 
the cellar and make an inventory of the stock when such a 
valuation was needed. Finally, any profit or loss on the im- 
ported commodity account was carried to the profit and loss 
account. 
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Profit and loss account 


Since profits and losses were carried to the profit and loss 
account as soon as the vcyage and imported commodity 
accounts were completed, Smythe could at any time 
roughly calculate his profit or loss over a given period with- 
out actually closing the account in the ledger. The account 
on folio 92 was closed when he reached the bottom of the 
page in January 1544 to snow a profit of £1,427 16s old. 
This includes only the voyage and commodity profits and 
the profit on a licence. No account is taken here of profits on 
the ship, from the company importing woad or from money- 
lending since none of these accounts appears in the ledger. 
A second profit and loss account was opened on folio 200 
but was never completed. 

In these accounts, Smythe was in fact including as 
‘profits’ a lot of money which he had not yet received. 
Folio 43 gives a list of ‘dessperid dettes’ from his old book 
which totals over £76 and г study of the ledger shows that a 
very large number of his customers were very slow in 
paying. However, only a token amount of {60 ‘lost by 
detters & otherwise’ is included here and no provision is 
made for the other sums not paid. 


Conclusion 


The ledger was not checked and balanced when it was full. 
It seems as though Smythe sat down quietly in his ‘cownter’ 
on the first few days of July 1550 and transferred each ac- 
count separately into his new book, noting at the end of each 
account in the old book the new folio number. Very few 
fifteenth- and sixteenth-century merchants balanced their 
books each year as the manuals advised. Andrea Barbarigo 
made trial balances in 1431, 1435 and 1440 and then let it 
run until his death in 1449.7? For such men who well knew 
the whole state of their trade, accountancy was still used 
mainly to record transactions. It was not yet ‘the glasse of a 
mannes state wherein all men maie se clerely in what case 
thei зкапде 28 

Ву 1547 Smythe was a busy man, alderman and mayor, 
and concerned more perhaps with the affairs of the city as 
well as his own extensive lend purchases and the exploits of 
his sons at Oxford and in London than with a too exact 
concentration on the details of his own business records. In 
any case, if it is the busiress of the accountant to supply 
important informatior to management, no doubt many 
company directors might refer the ‘Receypt for to make 
one gallon o? good ypocras' which graces Smythe's last page 
to the more doubtful deligats of a balance sheet. 


А RECEYPT FOR TO Make ONE GALLON оғ Соор Ypocras. 


Yow. must take iij ownces of synamon or ij ownces if hit be 
very good 

Itm. of gynger hallf an ownce 

Itm. of galyngale hallf an ownce 

Itm. of clovys a quarter of an ownce 

Itm. of long peper a quarter of ап ownce 

Itm. of graynes hallf a quarter of an ownce 

Itm. of shewger iij B. & if the wyne be dowzet ij li. wyll 
serve 

Itm. of good red wyne one gallon. 


27 F, C. Lane, Andrea Barbarigo, page 180. В. S. Yamey, ‘Scientific 
Book-keeping and the Rise of Capitalism’, Economic History Review, 
2nd Series І (1949) page 105, states that many books were not 
‘balanced regularly even in the seventeenth century. 


28 Ympyn, A Notable’... Wocrk . . ., Сћартег 29, quoted in Yamey 
and others, page 7. A. C. Littleton, ‘Social Origins of Modern 
Accountancy’, Journal ој Accountancy, LVI (1933), page 267.! ' 
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£445,952 
193,750 
47,560 
91,000 
223,208 


Finance and 
Commerce 





presented the estimated losses on 
date. The actual losses incurred on 






Unusual 


dered necessary for the ship and engine contracts not completed at 31st 


HE accounts of The Doxford and Sunderland Ship- 

building and Engineering Co Ltd from which this 
week's reprint is taken are, in Фе chairman's own admis- 
sion, ‘very unusual ones in a number of respects’. The chair- 
man- Sir Henry Wilson Smith, K.C.B., K.B.E. — goes to 
some lengths in his statement to explain why. 

In the first place the trading loss of £165,833, although 
showing a marked improvement on the previous year, was 
disappointing in that there would have been a modest 
trading profit but for exceptionally heavy bank interest, for 
exceptional costs on one shipbuilding contract, and for the 
necessity to provide £170,000 in connection with industrial 
housing contracts. 

Investment income reduces the pre-tax loss to £157,876. 
The low level of investment income turns largely on the 
high level of bank interest because investments were realized 
to the tune of some £1:5 million in order to keep bank 
borrowings down to manageable proportions. During the 
current year the bank loan position has been reduced still 
further as the result of a large cash payment received as 
recovery of tax. 

The tax recovery was due mainly in connection with the 
1965—66 loss and substantial investment allowances on the 
tanker North Sands. 


pleted during the year exceeded the estimates for those contracts by £160,000. No addi- 


Other Emoluments . 


NOTES ON THE CONSOLIDATED PROFIT AND LOSS ACCOUNT 
Fees 


Depreciation-—Buildings and Plant 
Depreciation —M.T. ‘North Sands’ 


Directors' Remuneration 
‘}' Engine Development Expenditure 


Loan Interest 


rovisions are consi 
ship and engine contracts entered into since that date no provision for future losses is considered 


March, 1967, but an additional provision of £170,000 has been made In respect of industrial housing 
necessary. 


contracts, 


certain contracts attributable to work to be carried out after that 


16,691 Cr. Bank and other interest paid less received .. 


41,499 
contracts com 


1966 
80,730 
4,000 
60,188 
40,625 
tional p 


£484,985 
(b) No industrial housing contracts have been entered into since 31st March, 1966, In connection with 


(c) Credit has not been taken for any accruing profits on Work-in-Progress. 


2. (a) At 31st March, 1966, the estimated future losses of £2,500,000 re 


1. The Trading Loss has been arrived at after charging: 


£ 

165,833 
165,833 
7,957 
157,876 
157,876 
2,273,148 
2,115,272 


1,500,000 
773,148 
78,750 
137,500 


113,575 Dr. 


Consolidated Profit and Loss Account for the year ended 31st March, 1967 
£1,899,022 


2,012,597 


Tax recovery 


On the tax recovery point Sir Henry observes "The exact 
amount recoverable has not yet been agreed but is estimated 
to be in excess of £1,810,090, of which £127,000 was 
received during the year ended March 31st, 1967, and 
£1,589,000 in June 1967. The amount credited in the 
profit and loss account of £1,500,000 is the excess of 
£1,810,000 over the £310,010 shown in the consolidated 
balance sheet at March 31st, 1965, as taxation recoverable.’ 

In that context the extent of the reduction in bank loans 
is clear enough, and on the balance sheet position of the 
loans, the chairmar makes the point that 'the overdraft 
figure shown in the statutory balance sheet of the parent 
company has no real significance. It is simply the expression 
of a whole series of internal financial transactions which, 
as against debits to the parent company, involved credits 
elsewhere in the group. Ít is the net group position which 
matters." з 

Actual losses incurred on contracts completed during the = 
year exceeded estimates by £16c,o00 because one contract 


Holding Company 
Subsidiary Companies 


Ordinary Stock at 5% 
Less Income Tax deducted and retained 


6% Cumulative Preference Shares 


Trade Investments 

Other Investments .. 
Balance carried forward 
2,368,430 


1,595,282 Dr. 


£773,148 


Income Tax recoverable in respect of previous year 
Dividends 


1,285,347 Brought forward from previous year 


Estimated Future Losses (Note 2) 
2,000,000 Transfer from General Reserve 


Trading Loss (Notes 1 and 2) 
Investment Income 

Loss before Taxation 

Income Tax recoverable 

Loss after Taxation 


78,750 
78,750 
32,484 


THE DOXFORD AND SUNDERLAND SHIPBUILDING AND ENGINEERING COMPANY LIMITED AND SUBSIDIARY COMPANIES 


408,500 Transfer from Tax Equalisation Account. 


96,313 
40,802 
281,410 


2,500,000 
3,292,958 
137,115 
3,155,843 
689,910 
2,465,933 
3,285,347 
819,414 
46,266 
£773,148 
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THE DOXFORD AND SUNDERLAND 
SHIPB'JILDING AND ENGINEERING 
COMPANY LIMITED 


Notes on the Balance Sheets 


General Capital Reserve 
The Group The Company 


Balance at 3156 March, 1966 Pi .. «+ 1,772,021 — 

Add: Surplus on sale of Trade Investments 340,695 — 
Surplus оп sale of Quoted Investments 106,480 106,480 
#2,219,196: £106,480 


Secured Loan 


The secured loan has been made ty the Board of Trade on the security of a 
mortgage on the Motor Tanker ‘North Sands’ and is repayable by equal instal- 
ments over the perod to 1975, 


instalments on Centracts 


In some cases irstalments on contracts exceed the expenditure incurred 
thereon to the дасе of the accounts. The aggregate amount of such excesses is 
£171,513 (1966—£7-0,446). 





4. Debtors and Bills Receivable 
These include amounts on deferred terms for periods up to three years 
totalling £376,875 (- 966— £501,626). 
5. Capital Commitments 
The Group The Company 
1967 1966 1967 1966 
ae £ Ё [4 
Covered by Contract 28,000 125,000 2,300 47,000 
Authorised by the Board ~ 20,000 — '2,700 
£28,000 £145,000 £2,309 £49,700 
6. Contingent Liabil ties 
The Company ha: guaranteed an адуапсе of £240,000 made by a Bank to a 
Shipowner. 
7. Grants on Capital Expenditure - 


Investment Grants and Grants under the Local Employment Acts amounting 
to £97,000 have been applied as a reduction of the cost of the assets acquired. 
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went ‘badly wrong’, the contract being on two ships built 
for Rumania involving production and installation of 
automated data logging equipment. The £170,000 special 
charge arising from factory production of houses, turned 
on losses on completing contracts existing when the com- 
pany decided to get out of this business early in 1966. 
Negotiations for the sale of virtually the whole of the group’s 
irterest in this sphere to ‘an established undertaking’ аге 
currently being held. 


Dividend decision 


The question of paying a dividend on the ordinary capital, 
says Sir Henry, was ‘given very careful consideration’. А. 
year ago the year’s trading loss, coupled with the need for a 
special charge of {2-5 million in respect of estimated future 
losses, made a ‘no dividend’ decision inevitable. This year 
the pattern was more complicated. | 

On one hand there was the further – although much 
smaller, trading loss~occasioned primarily by certain 
identifiable special factors. On the other hand, a definite 
improvement in the group’s affairs has taken place and 
certain of the 1966-67 adverse factors no longer rule. 
There is some justification for hoping for better current 
year results. The cash position is more comfortable and is 
currently within the normal fluctuating requirements for 
working capital. 

Although the surplus arising from the sale of investments 
hes been credited to general capital reserve, the fact of the 
sale and the resulting surplus of nearly £450,000 ‘cannot be 
ignored in any consideration of the interests of shareholders’. 
After weighing ‘the relevant, and to some extent conflicting 


Six Year Financia] Record 


1962 
(9 months) 
£000 

















TRADING PROFIT 591 
PROFIT BEFORE TAXATION .. T T T - 723 
TAXATION | 348 
PROFIT AFTER ТАХАТІОМ 375 
gee x 
Ordinary 168 
RETAINED: 171 
ASSETS EMPLOYED 
Fixed Assets .. s T . m T ae звя 7,812 
Net Working Capital (surplus of Current Assets over Current 
Liabilities) га зе зы, газа .. .. .. ee 4,772 
12,584 
FINANCED BY 
Ordinary Stockholders 
Capital 2,750 
Reserves .. m 8,521 
11,271 
Preference Shareholders 1,313 
Secured Loan we - 
12,584 



















































































1963 1964 1965 1966 1967 
#002 £000 #000 £000 £000 
533 558 225 . 0793) Loss (166) Loss 
790 (a) 551 464 (a) (3,156) Loss (b) (158) Loss 
263 128 (75) Credit (690) Credit (1,500) Credit (d) 
527 423 539 (2,466) Loss 1,342 
43 48 47 46 79 
163 168 165 = 137 
311 207 327 (2,512) 1,126 
8,609 8844 10,263 11,510 10,322 
4290 4267 3477 1,448 4,009 
12,899 13411 13,440 12,958 14,331 
2750 2750 2750 2,750 2,750 
8,836 9,048 — 9,377 6,895 8,468 
11,586 11,798 12,27 9,645 11,218 
1318 — 1213 — 1313 1,313 1,313 
Е 25 = 2,000 1,800 
12,895 13,111 13,40 12,958 14,331 

















а) includes surplus on Sale of Quoted Investments (1963—£122,000, 1965—#77,000). 
(b) After writing off £24 million prospective losses on certain orders. 
(c) Net up to and including 196$— gross thereafter. 


(d) in respect of previous year. 
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considerations’, the director decided thet they would be 
. Sustified in making a gesture to the shareholders by recom- 
mending payment of a small dividend’. 


Few firm inquiries 
The prospect of better trading results fo- the current year 
does not, however, indicate a turn for the better in the 
consideration of longer-term prospects. Although the 
group's shipyards and engine works were busy throughout 
the year under review, the lack of new orcers both for ships 
and for engines has, in recent months, been a cause for 
serious concern, ‘Firm inquiries are fewer in number and 
serious negotiations, after quotation, are extremely rare’, 
Sir Henry comments. 

The standstill period on prices and incomes has helped 
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the fight against inflationary rises in costs, and Government 
concessions to the group as shipbuilders and as a resident 
in a development area have also helped. 

АЙ the same, it remains extremely difficult to win com- 
petitive orders founded on price quotations containing 
adequate coverage of all current and foreseeable costs with 
allowance for at least a modest profit. Currently two separate 
working parties are examining the possible grouping of 
marine engineering activities on the north-east coast and of 
shipbuilding firms on the Wear, and considerable store is 
set by these studies. 

But the first essential, so far as the Doxford and Sunder- 
land group itself is considered, is to increase competitive 
strength if the restoration of the forward order book to a 
more reasonable and less worrying level is to be achieved. 


CITY NOTES 


НЕ stock-market is presently in the mood of someone 

on the first few brilliant days of a month’s holiday - 
everything is wonderful and the end is still too far away 
to bother about. Imperial Chemical Industries’ achieve- 
ment of maintained half-year profits Ьу reason of a £32 
million rise in sales was rather like the holidaymaker 
finding the holiday hotel exactly as stated in the brochure. 

Just now the stock-market is prepared to see good in 
everything. The point that I.C.I. ought just about to cover 
а maintained dividend this year is not ол> to be mentioned, 
let alone over-emphasized under such ccnditions. 

Heady thoughts of ‘400 for The Financial Times Index’ 
are in some peoples’ minds and in tke present way of 
things that may not necessarily just be a matter of wishful 
thinking. Justification for such a rise does not enter into 
calculations, if only for the reason that calculations are out. 


* * * * 


Е the Prime Minister — as Minister for Zconomic Affairs ~ 
needs justification for present economic policies he cer- 
tainly finds it in the latest Quarterly Balletin of the Bank 
of England. The Bank clearly holds the view that enough 
has been done for the time being in the realm of reflation, 
even though the moves made may take some time yet to 


show results. То do more now would be to put too much 
pressure on the economy by the time the moves already 
made take effect in the New Year. 

The interim period, the Bank admits, may be a tiresome 
time but it should be recognized as necessary in terms of 
*cementing in' the basis for solid growth later on. At the 
end of last week Mr Wilson made a speech very much on 
these lines and it will be surprising if either the recent 
T.U.C. vote or the proceedings at the Labour Party Con- 
ference will force him very far from them. 

N contrast to the strength of the stock-markets has been 

the continued uncertainty of sterling on the foreign 
exchange market. The two opposed developments are not, 
of course, unrelated. If the stock-market is reflecting the 
inevitability of inflation rather than the prospect of true 
economic growth, then there is reason for foreign exchange 
market doubt. That the Bank of England had $225 million 
of 'swap' arrangements open with the United States 
Federal Reserve Bank at the end of June, and that the figure 
may be still higher now is not necessarily an immediately 
bear factor for sterling. There is probably *mood' in the 
foreign exchange market just as in Throgmorton Street. 


RATES AND PRICES 


Closing prices, Tuesday, September 12th, 1967 
Tax Reserve Certificates: Companies 32% (24/6/67); 24% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 4% July 14, 1966 .. 7% 
Feb. 27, 1964 .. 5% Jan. 26, 1967 .. 64% 
Nov. 23, 1964 7% Маг. 16, 1967.. 6% 
June 3, 1965 6% May 4,1967 .. 52% 
Treasury Bills 
July7 .. £s 6s 2'944% Aug. їі .. £5 6s 10:56d% 
July 14 .. £5 6s 10°23d% Aug. 18 .. £5 5s 10°85d% 
Julyar .. £5 6510'794% Aug.25 .. £5 55 9'964% 
July 28 .. £5 6s 10°69d% Sept.1 .. £5 ss 9°56d% 
Aug.4 .. £5 6s 10°62d% Sept.8 .. £5 ss 949d% 
Money Rates 
Day to day 31-5196 Bank Bilis 
7days .. e 34-54% 2 months 51-515 76 
Fine Trade Bills 3 months 51-515 96 
3 months 61—796 4mconths .. 55-50% 
4 months 61-7196 6 mcnths .. 54-58% 
6 months 61-7895 


Foreign Exchanges 
New York 2:788 Frankfurt Il143k 
Montreal .. 2*99 fr Milan 17335 
Amsterdam IO'Ol dk Oslo 19:914 
Brussels 138-174 Paris 13°65% 
Copenhagen 19:31$ Zürich 12'09% 
Gilt-edged 

Consols 4% 581 Funding 695 1993 .. 88% 
Consols 24% 36% Savings 3% 60-7o.. до 
Conversion 3$% 514 Savings 3% 65-75.. 77 
Conversion 5% 1971 95% Treasury 64% 1976 99% 
Conversion 54% 1974 953% Treasury 34% 77-80 76 
Conversion 6% 1972 98+ Treasury 34% 79-81 723 
Funding 3#% 99-04 57% Treasury 5% 86—89 79xd 
Funding 4% 60-90 97% Treasury 52% o8~12 811 
Funding 5195 78-80 87% Treasury 24% 36% 
Funding 54% 82-84 88 Victory 4%.. 96% 


Funding 52% 87-91 War Loan 34% Е 52 
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Reviews 





Financial Management 
Third Edition, b» В. J. CHAMBERS, 


The Law Book Co Ltd, Australia. $8.00. Sweet & Maxwell 
: Ltd, London. / 45. 


This book makes a valiant attempt to integrate those parts 
of the fields of economics, business finance, management 
accounting, budgeting and costing as bear on the financial 
decisions of business men and on the consequences of those 
decisions. Its jus-ification is the belief that, in so far as a firm 
is itself a co-ordinated system, its sub-systems should also be 
co-ordinated in theory and in practice. 

Introducing the financial function from the concept of the 
accountability of management, the author proceeds to 
examine the various sources of finance ~ short-term and 
long-term. Capital and cash budgeting are dealt with at this 
point. 

Next, in sequeace, comes financial accounting which calls 
for a careful study of the processes of measurement and 
leads on ultimate.y to the balance sheet and income account, 
taking in published financial statements on the way. A 
useful chapter on the analysis and interpretation of financial 
statements deals with ratio analysis and external standards 
of comparison. Due weight is given to the management of 
working capital and following a short account of cost 
analysis, a final chapter is devoted to financial organization 
and policy. 

Taking such a broad sweep over many interrelated 
subjects means tkat some are dealt with rather sketchily, but 
the reader is directed to additional sources by way of foot- 
notes at the end af each chapter. А useful book for students 
who wish to study the ramifications of finance as seen from 
management's side of the table. 


Managemert Accounting in Practice 
by F. C. DE PAULA. 
Pitman Paperbacss, London. 175 64. 


Many of Mr de Paula’s old friends, and indeed old friends 
of Management Accounting in Practice, will be pleased to 
see this book appearing in paperback form. It was first 
published in 1953 and has an important place in the man- 
agement accounting literature of Great Britain. Mr de 
Paula provides in his book a real link with his father, Mr 
Е. К. M. de Раша, who was one of the great pioneers of 
management acccunting. 

The new edition of the book includes two new chapters 
on the implications for management of computers and on 
commitment accounting. These are useful chapters, but 
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unfortunately they merely have the effect of making the 
book seem rather more uneven than it was in the earlier 
edition, Perhaps it is fairer to view the book as a series of 
essays, rather than as a consistent whole. After all, thinking 
on management accounting has changed a fair amount 
since 1959. 

Mr de Paula is a protagonist of standard costing in its 
full (absorption) form, and to some extent this book reflects 
the historical moment when management accounting and 
full standard costing were deemed to be synonymous. But 
times have changed, and the old and bitter arguments 
between the full and marginal costers have now been 
dissolved into an acknowledgement of mutual usefulness. 
Thus students to whom this book is recommended should 
be warned that it puts a particular viewpoint very forcibly, 
but that it cannot be considered to cover the whole subject 
of management accounting with the assuraace which is 
sometimes implied. Or: the subjects of make or buy, repair 
or replace or inventory valuations the marginalists have 
got something to say which is worth consider ng. 

Management Accounting in Practice reads easily and is by 
any standard well worth having on one’s bookshelf. In the 
introduction, Mr de Pzula admits that it has been ‘difficult 
to give a balanced sequence to the different chapters’, but 
there is a lot of valuable information in it and, provided it is 
read with an open and critical mind, it will help the reader 
to appreciate both the historical background and the current 
potential of management accounting. 


Management - [ts Nature and 
Significance | 

by E. Е. L. ВвЕСН. 

Sir Isaac Pitman & Sons Ltd, London..3os. 


It wculd be quite wrong to regard this book as a new 
edition of a well-known work, for it is effectively a com- 
pletely new book. What is more, it shows up nine out of 
every ten other new books on management as being rather 
amateurish and unattractive. Mr Brech offers his readers a 
master class in management which sparkles like the per- 
formance of a virtuoso. 

Mr Brech has never 5een mechanistic in his approach to 
the principles of management, for, as he says on page 171, 
‘effective management must be human as well as systematic’. 
But as he gets older in vears and younger in spirit he seems 
to find increasing significance in the manager as a man as 
opposed to management as a method. 'There is thus in this 
bock a great deal of emphasis upon the necessary human 
quzlities of the manager. Yet it would be foolish to guess 
from this that Mr Brech supports the cult of the amateur 
or 'the manager is born not made' line of thought. In fact 
quite the reverse is the case, for he sets out to teach in 
detail the true content of the manager's job and to show 
how the ordinary manager can bring orderliness into his 
lifelong task of getting personal satisfaction out of being an 
effective and profit-earning manager. 

In a postscript, Mr Brech blames British management 
for much of the country’s current economic difficulties. 
This constitutes rather cogent comment at the end of a 
book which compresses into less than two hundred and 
fifty pages the essential content of management theory, the 
digestion of which by any individual should ensure that 
he wil be able to look critics of management in the face. 
Índeed, the reader of this book finds he is constantly saying 
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to himself ‘but of course — what Mr Brech has to say is so 
obvious and yet so consistently ignored’. 

Not only is the content of the book masterly, but so is 
the style: Mr Brech writes in sweeping, lucid prose, which 
makes no concessions whatever to the verbose tabloid form 
of many textbooks. He grips the reader in the manner 
of all genuinely good authors. Anyone who can learn by 
reading ~ and who likes to enjoy what he reads at the same 
time — should try this book. 


SHORTER NOTICES 


OFFICE MANAGEMENT (second edition) by Geoffrey Mills, 
А.С.1.8., F.1.0.M., and Oliver Standingford, Е.С.С.5., Е.В.І.М., 
F.LO.M. (Sir Isaac Pitman & Sons Ltd, London). This 
book, reviewed in The Accountant of July 8th, price 30s 
(hardback), is also available in the new Pitman Paperback 
series, price 18s. 


INcoME SAVING, AND THE THEORY OF CONSUMER ВЕ- 
HAVIOUR, by James S. Duesenberry. Oxford University. 
Press, London. 8s 6d net. This is a paperback edition of an 
important contribution to the understanding of Keynes’ 
theory and, in particular, the significance of his con- 
sumption function, which was first published as a doctoral 
thesis in 1949. ; 
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RECENT PUBLICATIONS 


MANAGEMENT BY OBJECTIVES, by George 5. Офогпе. ix +204 
pp. 9X6. 35s net. Sir Isaac Pitman & Sons Ltd, London. 

ETIQUETTE FOR THE BUSINESSMAN, by Mary Bosticco. 
х+2ог рр. 81 Х 55. 455 net. Business Publications Ltd, 
London. 

ENCYCLOPEDIA OF BETTERMENT LEVY AND LAND COMMISSION 
Law AND PRACTICE, general editor, Desmond Heap, LL.M. 
Loose leaf. 10 X 8. 157s 6d, supplementary service free for 
1967; annual subscription thereafter to be announced. 
Sweet & Maxwell Ltd, London; W. Greener & Son Ltd, 
Edinburgh. 

Income, SAVING, AND THE ТНЕОВҮ OF CONSUMER BEHAVIOUR, 
by James S. Duesenberry. 128 pp. 8X54. Paper covers. 
8s 6d. Oxford University Press. 

Tse Economic IMPLICATIONS OF ADVERTISING, by О. J. 
Firestone, for the Institute of Canadian Advertising. xiii + 
210 pp. 9$ X 6. sos net. Methuen & Co Ltd. Toronto/Lon- 
don. i 

Systems Basep INDEPENDENT Aupirs, by Howard Е. 
Stettler, C.P.A. xvii +744 pp. 9% X 6. 925 net. Prentice-Hall, 
Inc., New Jersey; London: Prentice-Hall International. 

ACCOUNTING REQUIREMENTS OF THE COMPANIES Аст5, by 
А. б. Touche, F.C.A. vi+122 pp. 9 X 6. 255 net. Butterworth 
& Co (Publishers) Ltd, London. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London МС2. 


Decimal Currency in Ireland 


fA рая relating to the proposed intro- 
duction of decimal currency in the Republic of Ireland 
bas been submitted to the Department of Finance by The 
Institute of Chartered Accountants in Ireland, The As- 
sociation of Certified and Corporate Accountants (Irish 
Branch) and The Institute of Cost and Works Accountants 
(Republic of Ireland Committee). 

The terms of the memorandum are reproduced below: 


(т) The proposed introduction of a decimal system of 
currency is welcomed. 


(2) Consideration of the most desirable major unit has 
been made in the context of the decision of the 
British Government to adopt а £/cent $ system. 

(3) It is considered essential that the major unit of 
currency adopted in this country should be the same 
as that in Great Britain, that is the £. 


(4) Consequently, -detailed consideration has not been 
given to the merits of other major units. 


(5) It is not considered necessary to introduce smaller 
units in exact conformity with the British system. 


(6) It is considered that the proposed new penny in the 
British system is too large to be the smallest unit of 
accountability and that the inclusion of a fraction is 
illogical in a decimal system. 


(7) The adoption of a {mil system of decimal currency 
in this country 1s, therefore, recommended. 


Views of Accountancy Bodies 


When the decimal currency system is being introduced, 
the following points should be considered: 


(а) With the exception of the 50 new pence, or 500 mil 
(value ros) which should continue as paper money, 
it is recommended that coins of the same denomina- 
tion as the proposed new British coins should be 
adopted with the addition of a 2 mil (value 0:484) 
and, possibly, a 1 mil (value о'244) coin, while the 
introduction of further intermediary coins such as 
25 mil (value 64) and 250 mil (value 5s) might be 
desirable. 


(Б) It is recommended that in order to facilitate inter- 
changeability, the Irish coins should have the same 
shape and weight as the equivalent proposed British 
coins. 


(c) While there is a case for the introduction of a decimal 
currency system in Ireland on the same date as in 
Great Britain, it is suggested that consideration be 
given to the desirability of its introduction in Ireland 
some time earlier to avoid the delays which would 
probably otherwise occur in conversion of machines 
to the new system. 


(d) The Government should issue explanatory notes and 
a conversion table for the guidance of the community 
well in advance of ‘D.C.Day’. The early announce- 
ment of the actual date of introduction is important. 
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Notes 


and 
Notices 





PROFESSIONAL NOTICES 


Messrs Farr, Козе & Gay, Char- 
tered Accountants, announce that with 
effect from September 18th, 1967, 
their address is Africa House, Kings- 
way, London WC2. 


Messrs LANDAU, MORLEY & Scorr, 
of 13 Marylebone Road, London 
NW1, and other addresses, announce 
that with effect from September ist, 
1967, they have entered into a close 
professional association with Messrs 
E. A. SHock & Co, Chartered Ac- 
countants, of 67-68 Jermyn Street, 
London ЭМ. Messrs E. А. SHOCK & 
Co, who will continue the practice 
from 67-68 Jermyn Street, London 
SWi, have admitted Mr В. Garsacz, 
Е.С.А., Mr М. В. LANDAU, Е.С.А., and 
Mr К. J. TAYLOR, A.C.A., of LANDAU, 
Morey & Scorr, as partners. from 
the foregoing date. 


Messrs Paterson & THOMPSON, 
Chartered Accountants, of 12 Lower 
Brook Street, Ipswich, announce that 
with effect from April 6th, 1967, they 
have amalgamated with Messrs CLARK, 
Son & Moye, Chartered Account- 
ants, formerly of за Museum Street, 
Ipswich. Mr J. R. MOYLE, F.c.a., of 
this firm has become a partner in the 
combined firm which is practising as 
Messrs PATERSON & THompsoN (In- 
corporating CLARK, Son & MOYLE) 
from 12 Lower Brook Street, Ipswich. 
Messrs А. B. Parry, A.C.A., and J. B. 
MORLEY, A.C.A., were also admitted as 
partners on April 6th, 1967. 

Messrs E. A, Ѕноск & Co, Char- 
tered Accountants, of 67-68 Jermyn 
Street, London SW1, announce that 
as from September ist, 1967, they аге 
entering into a close professional 
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association with Messrs LANDAU, 
Мовіеу & Scorr, o? 13 Marylebone 
Road, London NWr, and other ad- 
dresses. Messrs E. А. бноск & Со, 
will continue to practise from 67-68 
Jermyn Street, London SW1, with 
additional admitted эзгіпегв, Mr В. 
GARBACZ, Е.С.А., Mr М. В. LANDAU, 
Е.С.А., and Mr К. J. TAYLOR, A.C.A., 

of LANDAU, Мову & Ѕсотт. 


CHARTERED ACCOUNTANT TO 
HEAD NEW LIVESTOCK BOARD 


Mr Arthur N. Lovesy, Е.С.А., of Belfast, 
has been appointed chairman of the 
new Livestock Marketing Commission 
for Northern Ireland The Commis- 
sion, consisting of six members, all of 
whom have been appointed by the 
Ministry of ‘Agriculture, will make 
recommendations for the development 
of the industry. 


AGRICULTURAL INVESTMENT 


Extension of Time Limit 


The time limit for applications for 
agricultural investmen: grants on new 
tractors and self-propzlled harvesters 
purchased before May 15th, 1967 
(when the provisions of the Agricul- 
ture Act 1967 came into operation), has 
been extended from August 15th to 
October 31st, 1967. Applications for 
a grant on any eligible machine can 
now be made within three months of 
purchase or by October 31st, 1967, 
whichever is the later. 

This extension is to enable grants 
to be claimed by апу fazmers who have 
omitted to apply in time because the 
preoccupations of the harvest season 
followed soon after the Act came into 
operation. 


SHEFFIELD AND DISTRICT 
SOCIETY OF CHARTERED 
ACCOUNTANTS 
Taxation Course 


А one-day taxation course is to be held 
for members of the Sheffield and Dis- 
trict Society of Chartered Accountants 
on Thursday, September 28th, at 
The Hicks Building, University of 
Sheffield, Western Bank, Sheffield то. 
'The course, which will be devoted to 
capital gains tax witk lectures and 
discussion groups, is designed to be of 
assistance to members and their staff 
in dealing with the practical difficulties 
Which arise. The lecturer will be Mr 
J. M. Cope, B.COM., A T.LI., lecturer 
in taxation at the University of 
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Sheffield, and formerly an Inspector 
of Taxes. 

The fee for the course is £2 125 6d 
which includes lunch and light refresh- 
ments. Members attending will also 
receive copies of the case studies. 

The course will be limited to 
seventy-two members and those wish- 
ing to attend should submit their 
applications, together with the above 
fee, not later than September 22nd to 
the Secretary of the Society, Mr I. D. 
Trickett, B.A.(ECON.), A.C.A., Victoria 
Chambers, 22 Norfolk Row, Sheffield 


то. 


LONDON AND DISTRICT 
SOCIETY OF CHARTERED 
ACCOUNTANTS 


The 1967-68 session of meetings of 
the London and District Society of 
Chartered Accountants opens next 
month, on October 7th, with a one-day 
joint meeting (in conjunction with 
Holborn Law Society and the Royal 
Institution of Chartered Surveyors} 
on the theme: “Three professions look 
at the Land Commission Act’. 

The evening meetings, all to be held 
at the Little Ship Club, Bell Wharf 
Lane, Upper Thames Street, ЕСА, 
commence on October 19th with an 
address on “Taxation of leases and 
premiums’. On the following day the 
first of five non-residential courses 
arranged for the session will commence 
at the Great Western Royal Hotel, 
Paddington. This will be a two-day 
course on ‘Auditing’ and will comprise 
four addresses dealing with such as- 
pects as ‘Special problems in the 
audit of smaller businesses’ and 'At- 
tendances at stock-taking and debtor 
circularization’. The other courses — 
all one-day — will also take place 
in London, at various venues, the 
subjects being ‘Corporation tax’ 
(November 4th); ‘An introduction to 
computers for accounting’ (November 
14th); “The use of the computer in 
computer auditing’ (December 2nd); 
and ‘Capital gains tax’ (December 
gth). In addition there will be a half- 
day symposium on staff training at the 
Connaught Rooms on December 12th. 

Three major residential courses are 
to be held, the first of which, on 
‘Operational research — the decision- 
maker's tool, will take place from 
November 7th to roth at the Grand 
Hotel, Eastbourne; eight papers will be 
presented, followed by group dis- 
cussions. The other residential con- 
ferences, all to be held at the Hotel 
Metropole, Brighton, will be on 
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“Tax and the public company’, from 
November 2314-2518; ‘Taxation’, 
from February 16-18; and ‘More 
modern auditing’, from March 21st- 
231d. 

The Society's luncheon meetings 
at the Connaught Rooms invariably 
attract considerable interest among 
members. This year the eminent 
guest speakers will be Sir Bruce 
Fraser, к.с.в., Comptroller and 
Auditor-General; The Rt Hon. Lord 
Inman, р.с.; The Rt Hon. Lord 
Erroll of Hale, P.c., and Mr John 
Davies, M.B.E., Р.С.А., J.DIP.M.A., Direc- 
tor-General of the Confederation of 
British Industry. 
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THE MANCHESTER CHARTERED 
ACCOUNTANTS’ STUDENTS’ 
SOCIETY 
Annual Report 


In a well-designed, readable and in- 
formative annual report, to be pre- 
sented at the annual meeting of The 
Manchester Chartered Accountants’ 
Students’ Society on September 28th, 
membership of the Society at March 
31st last is shown as 1,517. 

The report states that lectures during 
the 1966-67 session covered a greater 
variety of subjects than in previous 
years, with particular emphasis on ex- 
amination topics. In an afternoon and 
evening meeting on capital gains tax 
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there was an attendance of over two 
hundred: Disappointment, however, 
is expressed on the average attendance 
at the other lectures. Although an im- 
provement on recent years, attendances 
did not do justice to the lecturers and 
it is to be hoped, says the report, that 
better support will be given at lectures 
in the forthcoming session. 

Two five-day revision courses for 
final students were held at Lyme Hall 
in September 1966 and April 1967. 
In addition, three week-end courses 
were held at Lyme Hall. Day release 
courses, each of three weeks’ duration, 
were also held for members at the 
Manchester College of Commerce. 


The institute of Chartered Accountants 


in ireland 


Successful Candidates at Summer 1967 Examinations 


PART 1 


The candidates’ names are followed by those of the principals with wkom they served 
articles of clerkship. 


Anderson, J. N., Belfast (G. D. B. Harkness) 


Barkman, E. N., Adare, Co. Limerick (D. 
Fitzgerald) 

Belshaw, R. M., Portadown, Co. 
(Т.К. ua son) 

Bennett, P. F., Belfast (W. K. Johnston) 

Bradshaw, D ‚ Newtownards, Co. Down 
(D. МЕН, Foster) 


Armagh 


Carroll, B. J., Delvin, Co. Westmeath (First 
Place) (Р. J. McCleary) 

Carty, В. Т., Dublin (D. Barnett) 

Clarke, J. L., Letterkenny, Co. Donegal (S. D. 
MacLochiainn) 

Clarke, М. Т. Drogheda, Co. Louth (D. 
Banks) 

Collins, К. Р., Cork (М. Collins) 

Collins, P., Drumeliffe, Co. Sligo (Е. Hamilton) 

Corcoran, р. E ‚ Dublin (Р. С. Butler) 

Corless, M. B., "Dublin (F. Smithwick) 

Costello, P. Е, А: асса, Co. Limerick (J. В. 
Gubbins) 

Cotter, E. J., Cork (В. Р. Olden) 

Counihan, М. D., Dublin (Е. J. Hayes) 

Counihan, М. C., Dublin (б. Buttanshaw) 


Daly, В., Dublin (M. Sheehan) 

Daly, K. M., Dublin (О. M. Freaney) 
Davin, J. M., Waterford (D. C. Ferguson) 
Delahunty, 5 Waterford 4D: P. Brazil) 


Duffy, F. Dublin (R. T. Whelan) 
Dunne, De , Dublin (Н. McHoul) 
Dunne, P. D; Dublin (A. J. Stewart) 


Dunne, W. T, Dublin (A. E. Dawson) 


Elder, T. P., Dublin (В. L. Reid) 
Elliott, J. G., Belfast (G. C. Bland) 


Fitzgerald, L. F., Dublin (D. Pearson) 


Fitzpatrick, J. B., Dublin (M. Davitt) 
Franklin, H. P., Dublin (J. Malone) 


Garvey, Miss B., Holywood, Co. Down (У. К. 
Johnston) 

Gordon, А. J., Newtownabbey, Co. Antrim 
(T. D. Lorimer) 

Greenwood, J. C., Greystones, Co. Wicklow 
(L. G. Chance) 

Grogan, O. P., Waterford (J. K. Deevy) 


y) 
Неапеу, P. S., Belfast (У. Е. Peattie) 
Hennebry, M. F., Cork (M. P. Quillinan) 
Heuston, F. D., Dublin (9. А, А. Fleetwood) 
Hill, Miss L. E., Dublin (S. О. Forster) 


Jamnagerwalla, A. Y., Belfast (F. Cleland) 
Johnston, I. G., Londonderry (А.А. McCartney) 


Kaderdina, A. M., Dublin (S. A. Cloonan) 
Kassam, N. A., Dublin (S. A. Cloonan) 
Kennealy, D. P., Waterford (J. К. Deevy) 
Kenny, А. D., Dublin (H. H. Forsyth) 
Keogh, B., Bray, Co. Wicklow (Р. Griffin) 
Kirwan, D. P., Dublin (5. P. McHugh) 


Lennon, К. A., Dublin (M. Cole) 


McCarthy, T. F., Cork (7. A. Pollock) 
McCarthy, T. 1 ., Cork (М. Collins) 
McDonald, C., Dublin (L. J. Mooney) 
McDonald, J. M., Dublin (P. N. Rennick) 
McDonnell, M. А., Randalstown, Co. Antrim 
(J. S. Mitchell) ` 
McDonnell, P. P., Dublin (О. J. McGloughlin) 
McEvoy, M., Dublin (J. Donnelly) 
McKeon, C. J., Dublin "№. L. Fox) 
McKeown, J. M., Belfast (D. McD. Foster) 


Madden, M., Limerick (M. K. Wallace) 

Mallon, J. J., Dublin (S. L. Morris) 

Malone, В. di Dublin (S. McElroy) 

Mangan, J. B., Dublin (Third Place) Џ. C. 
Magowan) 

Martin, F. B., Belfast (С. E. Johnston) 

Milne, б. H., Limerick (5. Lilburn 

Moloney, В. F., Dublin (С. F. Smith) 

Moten, W. G., Sligo (D. P. Gilroy) 

Murphy, L. H., Dublin (T. R. Beddy) 

Murphy, M. J., Bray, Co. Wicklow (J. 
Mullarney) 

Murray, G. N., Dublin (N. Crowley) 

Murray, P. P., ‘Dublin (H. H. Forsyth) 

Murray, $. K, Dublin (D. A. Hampson) 


Nethercott, P., Belfast (R. J. Neely) 
Newell, W. R., Ballynahinch, Co. 
(С. D. В. Harkness) 


O’Beirne, B. J., Dublin (J. P. Corcoran) 

о’ Connor, J. G., Dublin A A. Cloonan) 
O'Connor, J. M., Dublin (J. F. Brown) 
O'Connor, V., Dublin (D. Hampson) 

J. P. Kilcock, Co. Kildare (P. 


Cleary) 
O'Neill, D. DT, pimerick (б. N. Power) 
O'Rahelly, M А., Dublin (J. C. Story) 
O'Rourke, J. M., Dublin (D. Hampson) 


Phillips, P. F., Dublin (T. Thunder) 

Poonja, M. A, Dublin (S. Sheehan) 

Porter, M. D „ Tramore, Co, Waterford (С. М. 
Baker) 

Power, M., Trim, Co. Meath (S. P. Muldoon) 


Quinn, J. A., Tuam, Co. Galway (B. C. Duffy) 


Rafferty, S. J., Newcastle, Co. Down (J. E. 
Crawford) 

Robinson, J. A., Belfast (D. Gibson) 

Rooney, W. J., Dublin (М. Т. O’Connor) 

Ryan, L., Dublin (Second Place) (N. 


Crowley). 
Ryan, J. C., Ennis, Co. Clare (5. Lilburn) 


Schnittger, B. W., Dublin (Е. 5. Baskin) 


Down 
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Seale, C. E., Carlow (W. B. Lyster) 

Sheehan, М. N., Enniscorthy, Со. Wexford 
(D. P. Flinn) 

Smith, A. J., Dublin (J. Love) 

Smith, E. Е, Dublin (T. T сре) 

Боуе, 'в. Е., "Dublin (M. J an) 

Syme, Miss A. K., Dublin CAR Р, М. Molony) 


Taaffe, Р. J., Dublin (D. Banks) 


Adams, N. J., Dulin (R, S. Baskin) 

Alexander, M. Р., Donaghadee, Со, Down 
(В. E. McCture) 

Allen, E. J., Belfast (First Place and the John 
Mackie Memorial Prize) (N. Stewart) 

Allen, Т. W., Belfast (J. Mulholland) 

Andrews, A. 7. Dublin (B. P. Devine) 

Andrews, C. A., Belfast (T. D. Lorimer) 


Banahan, P. P., Dublin (G. L. Wheeler) 
Barron, G. D., Dublin (G. McCullagh) 
Barry, D. C., Dublin (T. M. Linnane) 
Bastable, C. P., Dublin (R. Finlay-Mulligan) 
Bolger, M. A., Waterford (A. F. Kelly) 
Bolger, R. J., Dublin (D. J. Kennedy) 
Bolton, R., Bangor, Co. Down (H. J. Gibson) 
Bourke, E. F., Dublin (J. P. Buckley) 
Boyce, Н. E., Portadown, Co. Armagh (В. J. 
Hunter) 
Bradish, B. A., Mulfyfarnham, Co. Westmeath 
(H. C. Fletcher) 
Brady, J. A., Dublin (J. К. Deevy) 
Breheny, J. P., Dublin (E. 7. Keegan) 
Butler, Р. D., “Dublin (J. P. Corcoran) 


Cahill, B., Dublin (J. A. Carney) 

Cameron, G. A., Belfast (J. E. Rusk) 

Carvill, G. J., Dublin (M. P. ©. Gremio} 

Clark, б. J., Dublin (С. б. Walker 

Clarken, P Ò., Dublin (H. M. Quinlan) 

Cobbe, B. J., Limerick (б. №. Power) 

Cohen, M. E., Dublin (B. H. Nicho?) 

Conlon, F. J., Killylea, Co. Armagh (W. B. 
Wilson) 

Connolly, J. F., Duklin (B. P. perine 

Connolly, G. V., Dublin (Р. Т. McGilligan 

Conway, C. J., Naas, Co. Kildare (T. P. Downs) 

Cooney, J. ©., Drogheda, Co. Louth (W. G 
Armstrong) 

Costigan, W. D., Waterford (D. C. Ferguson) 

Cotterell, A. P., Dublin (T. F. Smithwick) 

Cran, P. A., Dublin (С. McCullagh) 

Crowley, J. A., Cork (J. D. O’Leary) 


Davis, J. R Dublin (С. G., Walker) 

Delahunty, T. N., Carrigeen, Co. Waterford 
(M. K. Brazil) 

Derivan, J. F., Dublin Ае С. Crowley) 

Dillon, D. G. ; Dublin ( P. Sheehan) 

Donnelly, K. P., Ballycastle, Co. Antrim 
(R. McN. Mills) 

Бопоров D. D., Dublin N; J. O'Conor) 


Doyle, "Mrs E. M., Dublin (M. C. Doyle) 

Duff, О. М., Sandyford, Co. Dublin (J 
Donnelly) 

Duggan, S. P., Dublin (Т. F. Smithwick) 

Dungan, R. N., Dublin (Mrs M. Downes) 

pio и Thurles, Co. Tipperary (У. N. 

cott 
Dunne, J. А., Dublin (Е, ЇЧ. Kelly) 
Durie, R. J., Dublin (C. J. Dalton) 


Egan, Miss F., Dublin (G. L. M. Wheeler) 
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вотна D., Belfast (J. McCartney) 
Tumelty, М Downpatrick, Co. Down (D. 
O'Donnell) 


Walsh, P. R., Dublin (M. Casey) 
Walshe, J. C., Fedamore, Co. Limerick (T. A. 


uffy) 
Williams, R. F., Dublin (W. G. Armstrong) 
Woods, R. S., Dublin (D. Beirne) 


76 candidates failed to satisfy the examiners 


PART Il 


Farrell, M. R., Dublin (S. 1. Muldowney) 
Fitzell, R. W., Dublin M ‘Armstrong) 
Fox, Т. P., Dublin (J. F. Welsh) 

Fry, R A, Dublin (A. к. Вигпз) 
Furlong, 7: J.. Kilkenny (А. Е. Kelly) 


Gallagher, B. F., Dublin (T. J. Chamberlain) 

Gibson, А. A., Belfast (A. S. Boyd) 

Givens, J. J., Dublin (D. Beirne) 

Grace, E. J., Dublin (D. J. O'Connor) 

Graham, E. W., Portadown, Co. Armagh (ЇЧ. 
G. White) 

Graham, G., Belfast (J. Т. Montgomery) 

Gray, D. J., Dublin (M. P. Cremin) 


Hamilton, W. K., Belfast (H. G. Brown) 
NUM М., New Ross, Co. Wexford (A. F. 
Ке 

Haslam, D. J., Dublin (J. С. nerd 
Hayden, В. E., Dublin (J. В. Morton 
Hegarty, J. F., Cork (W. C. Northridge) 
Henderson, E, Dublin (Н. У. Owens) 
Hillan, S., 
Hore, P. J., Dublin di, P. Casey 
Hosford, Н. I., 
Hughes, Т. H., Belfast (J. Ross) 


Johnson, B. J., Lisburn, Co. Antrim (G. B. 
Duffin 

Jobster ab) W., Dublin (Third Place) 

Johnston, K. W., Dublin (R. W. Newport) 


Kealy, M. Jy Dublin (В. L. Nally) 
Keelan, J. P., Dundalk, Ca. Louth (D. W. 


Flynn) 
Kelleher, J. C., Limerick (W. H. O'Donnell) 
Kennedy, D. J., Portadown, Co. Armagh 
(H. Murray) 
Кешу J., Donaghadee, Со. Down (У. Е. 


Kennedy, Р. A., Dublin (Mrs М. Downes) 
Kennedy, P., Cork СТ. ]. Clifford) 

Kenny, R. P., Dublin (J. S. McElroy) 
Kilfeather, B. u^ Sligo (C. K. East) 


Kinnane, G. P., Bruff, Co. Limerick (P. O. 
Coffey) 

Kirk, I. R., „Dublin (C. J. Dalton) 

Kirwan, L. T., Wexford (Second Place) (A. F. 
Kelly) 


Lambe, B. V., Dublin (D. N. Rowe) 

Lawlor, J. P., Dublin (P. O. Fagan) 

Lindsay, J., Dublin (J. Р. Buckley) 

Lowe, (еж Holywood, Со. Down. (D. H. 
Templeton) 

Lyons, P. J., Dublin (E. Forster) 


McClelland, E. M., Larne, Co. Antrim (E. 
McMurtry) 
McClintock, W. H., Bangor, Co. Down (W. C. 


Balmer) 


McCormack, E. F., Dublin (А. М. Grant) 
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Woodside, C. D., Portstewart, Co. Derry 
(J. M. Madill) 

Worn, B. A., Drogheda, Co. Louth (N. J. 
Gogarty) 


Wright, В. А. Carrickfergus, Co. Antrim 
(Е. C. Shaw) 


Yap, В. К. F., Belfast (A. Brown) 
Yep, R. К. P., Dublin (P. Howlin) 


McDonald, J. D., Waterford (E. P. Grace) 
McGovern, E. F., Drogheda, Co. Louth 
(D. O'Connor) 
McInerney, P. J., Dublin (E. J. Doody) 
McLoughlin, F. P., Oranmore, Co. Galway 
(E. L. Hynes) 
MacManus, Н. Р., Letterkenny, Co. Donegal 
(S. D. MacLochlainn) 
McNiff, J. K., Dublin (J. S. McElroy) 
McNulty, M. A., Dublin (E. J. Keegan) 
McParland, T. J., Essex, England (М 
нон 
McQuitty, D. F., Belfast (D. Н. Templeton) 
Mahon, M. A., Dublin (D. Power) 
Masterson, F. A Dublin (E. J. Keegan) 
Millar, G., Belfast (J. B. Hutcheson) 
Mooney, A. A., Dublin (D. McC. Watson) 
Моэпеу, D., Belfast (B. A. Courtney) 
Moore, B. G., Dublin (R. L. Reid) 
Mullen, S. M., Dublin (Miss Eileen Downes) 
Murphy, B. F., Dublin (C. F. Smith) 


Nelson, F. R., Belfast (M. J. O’Kane) 


O’Connor, ; D., Dublin (A. ЇЧ. O’Connell) 
O’Connor, K. P., Dublin (A. N. © Connell) 
O’Donnell, 7. P., Dungannon, Co. Tyrone 


, Dublin (D. J. Fay) 

O’ Keeffe, € > Ta Dublin (W. Р, Rhatigan) 
Oluwa, M. О. A., Dublin (J. F. Storey) 
O'Neill, Р]; Dublin (C. D. Ryan) 

о’ Reilly, D 1, Dublin (М. фаў 
O'Reilly, T. А., Dublin (А. J. б. White) 
O’Riordan, J. PA Dublin (J. А. 'Таайе) 
Orr, D. D., Dublin (А. W. Warnock) 
Osborne, К. V., Dublin (Р. J. Byrne) 
O’Shea, M. O., Cork (T. J. Clifford) 


Pratt, I. R., Dublin (A. Warnock) 


Quigley, D. W., Dublin (D. P. O’Connor) 
Quirke, М. J., Dublin (Р. J. Blanc) 


Redmond, B. P., Dublin (M. Tempany) 

Robb, K. P., Belfast (R. E. McClure) 

Roberts, D. L., Dublin (P. J. McCleary) 

Ross, K. B., Whitehead, Co. Antrim (J. R. 
Loughead) 

Russell, J. P., Dublin (T. В. Morton) 

Ryan, F. W., Dublin (Miss B. C. Murray) 


Sadlier, T. Fy Dublin (J. K. Woods) 

Sheeran, P. A., Dublin (Miss В. С, Murray) 

Sinnott, M. J., Dublin (M. F. Quinn) 

Soden, J. M., Rosses Point, Со. Sligo (D. P. 
Gilro y) 

Sproule, d K., Portadown, Co. Armagh (N. H. 

ate. 

Steeples, L. P., Dundalk, Со. Louth (M. Flynn) 

Stewart, А. J., ' Belfast (б. Stewart) 

Stewart, Р. J., Ballymoney, Co. Antrim (К. E. 
McClure) 

Stirling, В. D., Ballyclare, Co. Antrim (J. Е. 
Rusk) 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Tierney, C. P., Knockcroghery, Co. Ros- 
common (P. Russell) 

Tonge, К. J., Dublin (Н. L. McKee) 
Тооп, B., Belfast (A. N. Lovesy) 


Agnew, H. D., Dublin (R. N. Newport) 
Aharoni, E., Belfast (C. W. H. Cowan) 
Ahern, L., Cork (W. A. Foley) 


Bailey, K. C., Dublin (N. M. McMahon) 

Bardon, P. A, Dublin (J. ү ооч) 

Beddy, ^. R., Dublin (G. H. Beatty) 

Boland, P. G., Mungret, Co. Limerick (D. 
Fitzgerald) 

Bolton, R., Bangor, Co. Down (Н. J . Gibson) 

Bourke, E J., Dublin (K. J. кы Reilly) 

Boylan, M TT. Dublin aos . Cunningham) 

Boyle, J., Dublin (М. J. В: ап) 

Briggs, ў. R., Crawfordsbuzn, Co. Down (N. G. 
White) 

Brown, Miss H., Belfast (H. C. Boyd) 

Byers, Miss J. K., Bangor, Co. Down (J. 
Mulholland} 


Сайтеу, D. J., Dublin (E. Forster) 

Cameron, G. A., Belfast (First Place and the 
Азр Н. Muir Memorial Prize) (J. Е. 

us 

Carson, J. E., Ballymena, Co. Antrim (Third 
Place) (H. J. Gibson) 

Carthy, C. А., Dublin (5. L. Morris) 

Casey, R. т” Dublin (К. Briscoe) 

Clancy, J. V., Dublin (M. Sheehan) 

Clarke, J., Belfast (H. V. Olver) 

Clibborn, E. e Cork (J. A. га Connell) 

Comerton, L. P., Belfast (E. C. Comerton) 

Conran, J. J., Waterford (J. К. Deevy) 

Cormican, J. P., Clarenbridge, Co. Galway 
(Ј. Е. Fitzgerald) 

Coveney, D. J., Dublin (D. J. Coveney) 

Crawford, С. D., Lisburn, Co. Antrim (W. Н. 


de F. Smyth) 

Crawford, W. J., Ballymena, Co. Antrim 
(E. Н. McAf ee) 

Curran, J. P., Lisburn, Co. Antrim (D. H. 
Montgomery) 

Curran, P. R., Tralee, Co. Kerry (M. Davitt) 

Dalzell, W. B., Belfast (J. F. Crawford) 


D'Arcy, L. R., ; Limerick (W. 'T. Morrow) 
Davitt, C. A., Cashel, Co. Tipperary (T. P. 


Phelan) 
Dublin (D. G. Mehigan) 


Dolan, M. J., 
Dreelan, J. J., Dublin (T. D. Doyle) 


Dunlevy, R. А., Dublin (К. McQuillan) 


Eason, B. F., Fermoy, Сое Cork (J. P. Barrett) 
Epstein, R., "Dublin (M. S. Lynn) 


Farrell, G. G., Dublin (D. Pearson) 
Farrell, L. H., Dublin (D. P. Flinn) 


Anderson, Н. F., Bangor, Co. Down (W. 
Brown) 
Appleby, А., Dublin (L. С. Crowley) 


Balding, O., Dublin (В. б. Walsh) 
Baylor, R. T, Fermoy, Co. Cork (H. J. Daly) 
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Valentine, J. E., Dublin (C. D. Shannon) 
Van Cauwelaert, P., Dublin (W. P. Rhatigan) 


Walsh, D. J., Dublin (P. О. Fagan) 


58 candidates failed to satisfy the examiners 


PART Ш 
Flavin, J. F., Dublin (S. Forster) 


Forde, T. W, Bangor, Co. Down (E. H. 
McAfee) 
Franklin, D. T., Bangor, Co. Down (N. А. 


Lawther) 


Gannon, J. T., Sligo (D. P. Gilroy) 

Gaw, W. D., Belfast (H. Quin) 

Gaynor, F. J., Dublin (J. D. Traynor) 

Geraghty, P. G., Limerick (F. J. McGuigan) 

Gibson, J. H., Belfast (G. Stewart) 

Gill, T. G., Belfast (S. Boyle) 

Gilmore, В. P., Dublin (J. J. Bastow) 

eee, К Dublin (E. D. LX ori 

Glynn, P ; Dublin (M. Е. Quinn 

Good, B. x У Waterford (7. К. Deevy) 

Gordon, R., ’ Douglas West, Co. Cork (B. P. 
Clibborn) 

Guinane, P. J., Limerick (M. K. Wallace) 


Hall, W. ү?” “Belfast (G. E. Cameron) 
Halley, W Y .» Tramore, Co, Waterford (E. 
ey, 


Hanna, А. G., Dublin (В. Н. Wardell) 
Heffernan, L. °M., Dublin (J. Milliken} 
Henry, J. J., Dublin (E. Keegan) 
Hewitt, ы т. Belfast а W. Allen) 
Hillan, S ; Belfast (J. J. б. Hillan} 
Hogan, B. D., Waterford (М. К. ай 
Hughes, К. P., Dublin (N. У. O'Neill 
Hunt, N. E Dublin (R. T. Whelan) 
Hynes, F. M., Dublin (L. Chance) 


Jackson, W. J., Dublin (К. J. O'Reilly · 
Jenkinson, T. V., Dublin (T. M. H. Russell) 


Keane, N. і Cobh, Со. Cork (W. А. ЕсІеу) 
Kennedy, Р. J., Dublin (О: J. Kennedy) 
Кепау, L., Belfast (F. C. Shaw) 

Kilduff, ҮР. J., Dublin (N. L. Fox) 

King, В. T., Dublin (С. J. Gilgunn) 


Leighton, R. T., Bangor, Co. Down (T. D. 
Lorimer) 

Levin, Т. D., Dublin (0. Р. O’Connor) 

Lockhart, D. F., Dublin (J. Love) 

Logan, D. G., Belfast (W. M. Carson) 


McAuley, D. M., Ballymena, Co, Antrim 
(J. G. Carson) 
McAuley, J. G., Dublin (G. Buttanshaw 


McConville, 5. Lurgan, Co. Antrim (J. Р. 
Convery) 
McCormick, J. P., Belfast (С. Т. Henderson) 


McCutcheon, В. І, Bandon, Со. Cork (К.Р. Е. 
Olden) 


2116 candidates failed to satisfy the examiners 


PART IV 


Bell, J. D., Belfast (J. G. Burnside) 
Bergin, E. А., Dublin (J. Hall) 

Bourke, T. F., Limerick (E. J. Hopkins) 
Bowles, P. D., Dublin (M. A. Cole) 
Burke, O. N., Dublin (G. Buttanshaw) 


Burnside, R. J., Belfast (W. M. Carson) 


HERRING, SON & DAW 
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Webb, N. T., Dublin (R. C. Lewis-Crosby) 
Weller, А. G. "Dublin (D. Q’ Neill 
Westmacott, K. L., Dublin (w: F. Woodworth) 
Wilson, D. B., Dublin (J. A. Dempsey) 


а. М. P Dublin (À. O'Beollain) 
McGerty, B. F., ‘Dublin (W. J. McMahon) 
McGuigan, E., Hillsborough, Co. Down (C. E. 


Johnston) 
McInerney, J. P., Dublin (C. J. Dalton) 
McLoug! in, J. P., Dublin (J. D. Traynor) 
McNabola, J. P., Dublin (М. S. Lynn) 
McNally, 8. O., Dublin (M. F. Davitt) 
Mackell, P. T., ‘Dublin (J. P. Corcoran) 
Malone, S., Belfast (W. Fitch) , 
Mangan, P. G., Douglas, Co. Sor (H. J. Daly) 
Menezes, M. W., Belfast (J. D . Radcliffe) 


O'Boyle, D. J., Dublin (С. W. Av 

O Brien, Dublin (Р М. Molony) 
O’Byrne, С. M, Dublin (J. A. . Dempsey) 

о’ Cearbhaill, Р. De Dublin (М. ]. Куап) 

О'Соппог, А. Е., Dublin (І. К. Ryan) 

O’Donovan, С. J., Cork (W. A. Foley) 

о’ grady, D., Thurles, Co. Tipperary (W. N 

cott 

O'Neill, B. R., Dublin (І. №. O'Neill) 

о’ Sullivan, C. 'S., Dublin (E.D . Reynolds) 

о Sullivan, J. A, Dublin (Т.Р. "Butler) 

O'Sullivan, V. Б, Dublin (J. А. Јоу) 

О” Tierney, В ., London (F. w Zebedee) 


Power, J. S., Dublin (M. F. Quinn) 
Quigley, J., Dublin (T. Е. Phillips) 
Reed, S. К, Belfast (б. D. Bustard) 


Reid, J. C ; Belfast (B. А. Courtney) 
Riordan, Е. М., Пиђ a М. Freaney) 
Roche, J. D; Dublin (E. D. Reynolds) 


Roycrott, R. В. , Belfast (W. 'H. de F. Smyth) 
Ryan, К. І., Dublin (К. J. O'Reilly) 


Sands, D. C., Leixlip, Co. Kildare (P. O. 


Fagan) 
Sheridan, O. F., Dublin (D. P. Flinn) 
Silver, M. A., London (T. Kenny) 


Smith, G., Sandyford, Co. Dublin (P. G. 
Butler) 

Smith, M. M., Dublin (Second Place) (A. T. 
5 pain) 


5ройеп, А. L., Dublin (С. L. Wheeler) 


Talbot, P. A., Dublin (F. Smithwick) 
Taylor, E. G., Belfast (H. G. Wilson) 
Tierney, J. F., Dublin (E. Forster) 
Troughton, P. J., Belfast (О. Stewart) 


Walsh, B. G., “Dublin (Е. A. Halley) 
Walsh, D. A., Cork (Н. J. Daly) 
Williamson, R. S., Belfast (N. Caters) 


Burrows, G. R., Dublin (N. E. Judge) 


Clinton, M. M., Dublin (G. i O'Brien) 

Coleman, V., Belfast (H. V. Kirk) 

Connolly, Р, J., Bray, Co. Wicklow (K. 
Briscoe) 
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Corcoran, Т. А., Enniskerry, Co. Wicklow 
(D. Р. Whelan) 

Cotter, В. E., Dublin (ЇЧ. Т. О'Соппог) 

Cowley, M. F., Dublin (A. E. Dawson) 

Creedon, Р. M., Dublin (D. McC. Watson) 

Cullen, J. А., Dublin (А. М. Grant) 

Curran, M. J., Dublin (J. P, Corcoran) 


Deasy, W. P., Dublin (М. V. O'Neill) 

Delargy, J. H., Dublin (R. R., Power) 

Dillon, J. B., Dublin (W. S. Cunningham) 

Doddy, J. P., Dublin (First Place, and the 
Samuel Smyth Memorial Prize) (J. K. 
Woods) 

Dolan, Ј. V., Dublin (J. C. Story) 

Duffy, M. J., Belfast (J. D. Radcliffe) 

Duggan, N., Dubiin (V. C. Crowley) 

Durneen, N. L, Belfast (T. E. Nelson) 

Dyer, B. D., Belfast (E. H. McAfee) 


Egan, M. O., Dublin (D. P. Flinn) 

Ekpong, E. W., Dublin (J. К. Woods) 

Evans, J. W., Delgany, Co. Wicklow (C. D. 
Shannon) 


Ferguson, Т. B., Belfast (С. D. Bustard) 
Finn, J. F., Dublin (D. Barnett) 
Fitzgerald, V. E., Dublin (R. A. Dempsey) 
Forsyth, J. C., Dublin (H. H. Forsyth) 


Gallagher, A. J., Dublin (Р. J. Blanc) 
Gasparro, C. N., Dublin (A. E. Dawson) 
Gibson, J. J., Dublin (P. Griffin) 

Glynn, Miss F. M., Dublin (D. L. Shortall) 
Grace, E., Dublin (J. J. Bastow) 


Hardiman, M. J., Athlone, Co. Westmeath 
(Р. Russell) 

Harris, б. ]., Dublin (В. L. Reid) 

Harris, W. R., Dublin (A. J. Spain) 

Hayes, M. P., Dungarvan, Co. Waterford 
(C. N. Baker) 

Hickey, М. J., Dublin (8. У. Owens) 


aldridge, A. F., Dublin (б. L. М. Wheeler) 


Brown, A. B., Belfast (Н. У. Kirk) 
Butterly, B., Dublin (J. 5. McElroy) 
Byrne, C. E., Bray, Со. Wicklow (J. C. Oakes) 


Comerford, J., Duklin (J. C. Magowan) 
Cooke, N. S., Dublin (A. J. Spain) 
Cullen, M. T., Dublin (К. Briscoe) 


Davy, J. D., Dublin (L. Crowley) 

Dickson, D. J. M., Belfast (E. W. C. W. Bailey) 
Donnelly, P. J., Belfast (E. H. McAfee) 
Dunlea, B., Dublin (W. Sandys) 


Ferguson, A. J., Bangor, Co. Down (J. E. 
Crawford) 


Gibson, A. J., Lisburn, Co. Antrim (J. F. 


Crawford 
Gilhawley, 5., Sligo (T. J. Hamilton) 
G. Chance) 


Gilligan, F., Dublin (L. 
Glennane, D. E., Dublin (C. J, Gilgunn) 
Green, E. D., Dublin (G. бойт) 


Hanan, У. Е., Dublin (J. R. Morton) 


London offices: 


58 ST JAMES’S STREET, SW1 (HYDe Park 6040) • 
Also In: SCOTLAND + REPUBLIC OF IRELAND * WESTERN EUROPE - AUSTRALIA * NEW ZEALAND * NORTH AMERICA 
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Hodkinson, В. B., Dublin (В. P. J. Smyth, 
deceased) 

Hunter, W. І., Dublin (J. Love) 

Hussey, J. D., (H. H. Forsyth) 


Jackson, W. E., Belfast (J. D. Jordan) 
Jennings, В. O., Dublin ($. Н. Polden) 


Kavanagh, B. J., Dublin (J. P. Buckley) 

Kelly, A. P., Dublin (T. McDonnell} 

Kelly, В. S., Dublin (Р. Monahan) 

Kelly » N., Waterford (Third Place) (A. F. 
elly) ` 

Kilcoyne, P. P., Dublin (А. J. Spain) 


Lawson, G. D., Dublin (В. H. Wardell) 

Lillis, J, R., Galway (Р. М. C'Beirn) 

Little, M. J., Newtownabbey, Co. Antrim 
(W. M. Carson) 

Lynch, C. J., Dublin (P. J. McCleary) 

Lynch, J. H. Dublin (N. V. Hogan) 

Lynch, M. J., Dublin (В. Н. Nichol) 

Lynott, P. J., Dublin (F. Carthy) 


McAllister, J. M., Ballymena, Co. Antrim 
(J. G. Carson) 
MacCarthy, C. P., Cork (A. J. K. Thornton) 
McConnell, D. W., Dublin (T. W. Davies) 
McDonagh, К. F., Dublin (L. F. Campbell) 
MacDonald, B., Belfast (E. W. McDowell) 
McElwee, В. J., Dublin (S. P. McHugh) 
McEvoy, G, А., Dublin (D. ЇЧ. Rowe) 
McFeely, Е. J., Dublin (О. М, Freaney) 
McGillion, T. G., Dublin (T. F. Phillips) 
McHugh, B. D., Limerick (W. H. O'Donnell) 
Mahony, М. B., Cork (J. A. O'Connell) 
Martin, К. S., Belfast (Т. 1, Howard) 
Moran, B. M., Dublin (K. Briscoe) 
Moss, R. A., Dublin (H. W. Lewis) 
Moylan, С. M., Danesfort, Co. Kilkenny 
(J. K. Deevy) 
Mullock, C. D., Dublin (C. J. Dalton) 
Murphy, J. J., Dublin (N. J. O'Conor) 


II2 candidates failed to satisfy the examiners 


PART V 
Hughes, A. P., Dublin (V. C. Crowley) 


Kerins-McCarthy, J. D., Dublin (C. D. 
Shannon) 

Kevany, J. J., Easkey, Co. Sligo (T. J. 
Hamilton) 


Leeson, М. H., Dublin (J. M. Н. Russell) 

Loftus, M. А., Ennis, Co. Clare (С. ЇЧ. Power) 

Longmore, D. J., Newtownabbey, Co. Antrim 
(A. L. Boyd) 

Lynn, B. N., Belfast (T. F. E. Donnelly) 

Lyons, G. D., Dublin (D. L. Shortall) 


McClelland, В. J., Belfast (J. E. Crawford) 

McCormick, С. A., Dublin (В. С, Duffy) 

McCormick, R., Belfast (Е. W. McDowell) 

MacGoey, S. 5., Dublin (Third Place) (M. 
Tempany) 

Malcolm, Р. J., Dublin (L. Е. Campbell) 

Murphy, M. P., New Ross, Co. Wexford (J. K. 
Deevy) 


Norton, К. B., Dublin (Second Place) (J. М. Н. 
Russell) 


123 candidates failed to satisfy the examiners 
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‘Nathan, V. F., Cork (J. Kirby) 


O’Brien, M. G., Dublin (A. K. Burns) 
O'Brien, Т. F., Thurles, Co. Tipperary (А. Е. 


O’Mahony, P. V., Cork (J. Kirby) 
O’Sullivan, J. В., Dublin (ЇЧ. Crowley) 


Palmer, A. J., Sligo (T. J. Hamilton) 
Feelo, D. A., Dublin (R. A. Kidney) 
Fhillips, Р. E., Dublin (T. F. Phillips) 
Frior, G. M., Belfast (H. G. Wilson) 


Semple, M. G., Dublin (M. F. Quinn) 

Shaw, Р. F., Belfast (T. F. E. Donnelly) 

Sheehan, 8. P., Dublin (A. J. С. White) 

Sheeran, J. G., Dublin (M. Willis Murphy) 

Sommerfield, C. P., Cork (В. P. Clibborn. 

Sproule, I. Т., Portadown, Co. Armagh (J. Н. 
Andrews) 

Szaunton, W., Castlebar, Co. Mayo (J. J. 
Bourke) 

Stein, К. J., Dublin (T. Е. Phillips) 

Stewart, R. W., Limerick (P. O. Coffey) 

Stubbings, R. E., Dublin 


Taggart, J. W., Dublin (T. У. Davies) 

Taompson, J. H., Derry (5. L. Little) 

'Taornton, J. M., Dublin (D. Barnett) 

Тићи, А. H., Dublin (D. Pearson) 

Tynan, К. C., Dundalk, Co. Louth (M. C. 
: Doyle) 


Wajib, J. M., Belfast (C. W. H. Cowan) 
Walsh, В. Т., Dublin (І. Е. Campbell) 


O'Brien, B., Dublin (C. R. Murphy ) 

O'Brien, О. M., Dublin (R. W. Е. Newport) 
O'Brien, Т. H., Dublin (W. 5. Cunningham) 
O’Flynn, P. C., Galway (T. M. Linnane) 


O'Leary, N. G., Limerick (G. N. Power) 
O'Neill, E. A., Dublin (O. M. Freaney) 
O'Sullivan, D. J., Dublin (С. W. Coleman) 
Otaman, А. A., Belfast (A. Brown) 


Quinn, P., Derrylin, Co. Fermanagh (B. A: 
Courtney) 


Rice, P. D., Newry, Co. Down (L. C. Kearney) 

Robinson, В. D., Gilford, Co. Armagh (J. К. 
Graharn) 

Ross, В. T., Carryduff, Со. Down (J. S. 
Graham) 


Savage, T. J., Belfast (B. A. Courtney) 
Stanistreet, M., Dublin (First Place and The 

Incorporated Society Jubilee Prize) (L. 
- Devereux) 


Wallace, R. M., Dublin (В. I. Morrison) 
Wine, D., Dublin (D. Shortall) 
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VALUERS & STOCKTAKERS SINCE 1846 


HOTELS AND RESTAURANTS 
HAMMERSLEY KENNEDY & CO, 18/18a St George 
Street, Hanover Square, London W1, have since 1899 special- 
ized in the sale and valuation of hotels and catering businesses 
to the exclusion of any other branch of estate agency. The 
partners are members of the leading professional bodies. 


Telephone 01-629 6857. 


Extensive staff of valuers available for stock, fixture, and 
property valuations in all the main distributive trades 
SALE, ACCOUNTANCY, OR PROBATE 


ORRIDGES 


184 STRAND, LONDON WC2 
Telephone 01-836 9212/3 & 6340 


Six Seminars on 


THE REFORM OF COMPANY LAW 
TUESDAYS, SEPTEMBER 26th — OCTOBER 31st, 5.30-7 p.m 
Details from the-Secretary (Room 102) 


CITY OF LONDON COLLEGE, MOORGATE, EC2 


(01-606 811 2 


Branches at Birmingham, Leeds, Bournemouth, Liverpool, 
Sheffield and Swansea. 











BUILDING FINANCE 


The Southern Trust will buy your land for you 


by private treaty or auction and provide the finance for purchase and building up to 80%. Expert 
advice provided by specialists in field of development to help you decide which land is worth buy- 
ing and which is not. Architectural assistance available if required. Decisions within 48 hours. 


THE SOUTHERN TRUST LTD 
71 Eccleston Square, London SW1 TATe Gallery 8689 








Accountancy Tuition by the Metropolitan College for the Examinations of the 
INSTITUTE OF CHARTERED ACCOUNTANTS 


The Metropolitan College offers you: At the examinations leading to the qualification of JOINT DIPLOMA IN 


* The benefit of more than ear? | Chartered Accountant, Metropolitan College students 
accumulated experience in eru have gained over: MANAGEMENT 


TP of coaching until success- 10,500 | SUCCESSES лш ~ 


* Helpful, up-to-date, Study Notes and more than 
mostly in printed pocket-sized booklet 


y" 350 HONOURS еа 


* Adequate test practice апа tutorial 


каен Ж self-examination questions. 5 6 Е эшне INFORMATION 

* Official publications. : IRST PLACES ж * 
биат ст pos ва ice 
Principles, Management Accounting! 25 66 Third & Fourth Places ihe standard аб accu, services 


outline of its value and purpose; Notes d to encourage stud th 
on the Allocation of Expense; Business inc Н ан Жл 
Efficiency: the contribution which the AND NUMEROUS PRIZES, MEDALS AND increasingly important field of busi- 


dministration and organisa- 
Accountant can make; General principles CH ARSH Y P. позз: M 
of Auditing, stock-in-trade and work in 5 OL 5 ; Чоп, respectively, 


progress; Notes on Statistics relating to 


сше and Capital employed by Com- | Write today for a free copy of the College ‘Accountancy’ CAPITAL GAINS TAX 
nS. and Partnerships; Mechanised Prospectus (stating the examination in which you are CORPORATION TAX 
Accounting and the Auditor; Accounting | interested) to the Metropolitan College, St Albans (A1), | ` 

by Electronic Methods: an introductory or CALL at 30 Queen Victoria Street, London EC4. When applying for particulars of 


outline. Final students are provided with the College expert postal courses, 
a copy of Standard Costing: an introduc. Telephone 01-248 6874. Aiter office hours 6 p.m. Monday please specify the examination in 


tion to the Accounting Processes. to Friday) telephone messages are recorded electronically. Which interested. 


Metropolitan College 


Founded 1910 ` 
Member of the Association of British Correspondence Colleges f ў : 5Т ALBANS 








THIS IMPORTANT GUIDE | 
| , READY NOW = с C 
eo 
a 
e 
= ТНЕ COMPANIES ACT 1967 
< 
- 
сә 
: The 1967 Сане те Act will make it necessary for over 350,000 previously exempt private 
^ companies to file accounts. : 
The Act will also impose new accounting and disclosure requirements on шше! liability 
companies. 
ALL CONCERNED WITH THE PREPARATION OF COMPANY ACCOUNTS 
WILL WANT TO KEEP THEMSELVES INFORMED ON THE NEW STATUTORY 
REQUIREMENTS. THIS BOOK IS DESIGNED TO HELP THEM. 
A summary of the йу кешешн» relating to the production of annual accounts of 
У companies. 
An invaluable reference book on company law as affecting accounts, prepared by direction 
of THE GENERAL EDUCATIONAL TRUST of THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES. 
ORDER NOW to ensure early dispatch of this publication. 
cB IM Ан tage EN LE DE | 
Д . ORDER FORM | 
! GEE & СО (PUBLISHERS) LIMITED | 
і 151 Strand, Loadon WC2. Telephone 01—836 0832 | 
: і 
з Please supply === copyfies of GUIDE TO THE ACCOUNTING REQUIREMENTS OF THE ! 
I COMPANIES ACTS 1948-1967 at 10s 9d post free. ! 
i 1 
t| „Мате and Address eu cca tae cial аа ac Ro Gea ed “ОООО КОО О УЛ С ! 
Н [BLOCK LETTERS PLEASE] | ! 
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Keep abreast 


of accounting developments 


One in a series of advertisements designed to remind members and non-members 


of the extensive facilities available. 


ON AUGUST 4th, 1967 — the same day that the Companies Act 1967 was published by the Stationery 
Office — the book Guide to the Accounting Requirements of the Companies Acts 1948—1967 appeared. 
It was published by Gee & Co (Publishers) Limited for the General Educational Trust of The Institute of 
Chartered Accountants in England and Wales. This timely reference work is an indication of the publication 


services to members and non-members provided by 


The General Educational Trust of 


The Institute of 


CHARTERED ACCOUNTANTS 
in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 





Among numerous other publications available аге: 


THE MANAGEMENT INFORMATION SERIES 

Published by the General Educational Trust of the 
Institute. (10s each.) 

Ф Business planning and control 

€ Research and development — the key to future profitability 
€ The case for marginal costing 

€ Theuse of ratios in the study of business fluctuations and trends 
Ф The preparation of interim accounts for management in the 
smaller manufacturing concern 


Management information and statistical method 


Improving the efficiency of an accounting department 
and available shortly : 


€ The computer as an aid to management 





THE PRACTICE ADMINISTRATION SERIES 
Published by the Institute. (55 each.) 


€ The development of an accounting practice 

Professional practice insurance 

Provision for retirement 

The constitutional arrangements of an accountant's practice 
The organization of a practising accountant's office 

Mergers and associations of professional firms 


Towards better fees 


Controls for the effective use of time and the keeping of time 
records 


€ A practitioner's own taxation problems 


Ф The selection, training and management of staff 


Further titles in the series to be announced shortly. 
Remittance to be sent with order. Cheques made payable to the respective publishers. 
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Apres le Congres 


N OW that the Ninth International Congress of Accountants is 
over, it is perhaps fitting to attempt at least a tentative appraisal 
of it. No one can complain that the Congress did not make its 
impact — at any rate in Paris. The French authorities issued a 
special commemorative stamp and on the first evening of the 
Congress, Le Figaro marked its opening with a cartoon. This 
depicted three venerable gentlemen standing on the platform of the 
Salle Pleyel backed by the flags of the fifty-seven nations who sent 
delegates, while beneath was the caption -— ‘Altogether now, 
gentlemen, in unison - the nine times table. . . .’ 


Le Figaro’s conception of the accountant’s horizon is perhaps 
typical and there can be no doubt that the theme of the Congress — 
‘New Horizons of Accounting’ — was therefore well chosen. It is 
clear from the summaries of the many papers presented to the 
Congress that a great deal of hard thinking went into their prepara- 
tion and it is apparent that to an increasing extent the profession is 
emphasizing its readiness and ability to face the future. 


What is perhaps a little disturbing, however, is the nature of 
many of the new ‘horizons’ that accountants see for themselves. By 
and large, the papers discussed techniques, such as operational 
research, computers, systems analysis, and critical path method — 
all of which have originated from outside the profession itself. 
Does this mean that the profession has a core which is immutable 
and incapable of transformation? Or is it an indication that ac- 
countants are not taking the initiative and are content merely to 
adapt themselves to the lead set by others? 


Such questions as these raise the problem of the purpose of these 


. Congresses. Are they merely a gathering ground at which account- 


ants may learn of what is going on around them? Or do they really 
provide a forum where members of the profession may discuss in a 
free and questioning atmosphere their practices, procedures and 
assumptions? 


Again, is it realistic to see the Congress as a proving ground for 
the establishment of an international professional body? Certainly 
there were those at the Congress who saw it in this role. As 
reported elsewhere in this issue it was, in fact, decided to form a 
committee to promote international co-operation in accountancy 
matters and this seems a sensible step towards securing a 
closer relationship and a greater measure of collaboration 
between accountants of all nations, without necessarily 
incurring the burden of costs and the rigidities that might 
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be associated with a more formal organization. 

The problem of personal interchange is difficult 
where large numbers are involved, and it is not a lack of 
sympathy for the organizers on this score in observing 
that this was probably more successfully solved at the 
level of official delegates than that of the rank and file 
participants. This problem was not improved, however, 
by the Congress List of Members which indicated 
neither firm, interest, position, nor Paris address, and 
we have no doubt that many potentially fruitful 
encounters were nipped in the bud by the sheer 
difficulty of tracing acquaintances or of finding out who 
one might be interested to meet. 

Nevertheless, in many ways the organization was 
good and there can be no doubt that the Congress was 
well worth while. Accountants have shown that they 


COMPANIES ACT 1967 


Disclosure by 
Directors — 11 


ECTION 26 of the Companies Act 1967 requires 

directors’ service contracts or memorandums of 
such contracts and any variations of them to be open to 
inspection by a company’s members. Under subsections 
(1) and (7) every company must keep in the case of each 
director (a) a copy of a contract of service with the 
company which is in writing, (P) a written memoran- 
dum of every contract of service with the company 
which is not in writing setting out the terms of the 
contract, and (c) a copy of every variation of a contract 
which is in writing and a written memorandum of every 
variation which is not in writing. The copies of written 
contracts of service and variations and memorandums 
of oral contracts of service and the variations, which 
must all be kept at the same place, must be kept at 
(i) the company’s registered office, or (ii) the place 
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are prepared to face up to the problems posed by 
innovations in business and in the techniques available 
for controlling them. Having surveyed the vista before 
them, however, perhaps accountants at the next 
Congress might -to change the metaphor – seek to 
fathom the depths around them. For the next Inter- 
national Congress, therefore - whether it should be 
held in Sydney or Mexico City or elsewhere — we would 
suggest the title "Problems in Accounting' and that the 
organization be such as to encourage the fullest inter- 
change of ideas and attitudes between participants and 
speakers. 

In the meantime we join the President of the 
Congress, M F.-M. Richard, in his final acclamation — 
'Long live the 'lenth International Congress of 
Accountants’. 


where the register of members is kept if other than the 
registered office, or (iii) the company’s principal place 
of business in England (which by virtue of section 3 
of the Wales and Berwick Act 1746 includes Wales) if 
the company is registered in England or the company’s 
principal place of business in Scotland if it is registered 
in Scotland. 


Every company must send notice to the registrar of 
companies of the place where copies and memorandums 
and variations of directors’ service contracts required 
by section 26 to be kept, are kept, and of any change in 
that place except where they have at all times been 
kept at the registered office. If the address of the 
registered office is changed then, of course, it will have 
to be notified to the registrar under section 107 (2) 
of the 1948 Act. Every document or copy of a docu- 
ment required to be ‘kept’ under section 26 must 
be open to inspection by any member of the company 
without charge during ‘business hours’, subject to such 
reasonable restrictions as the company may in general 
meeting impose, so that not less than two hours in 
each day is allowed for inspection. 


Where, therefore, the documents are not to be open 
to inspection each day during the whole of ‘business 
hours’, the curtailment of business hours during which 
the documents are to be open to inspection is a matter 
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for the general meeting and not for the directors. But 
even the powers of the general meeting are restricted 
to curtailing the number of business hours each day 
(not being less than two) when facilities for inspection 
are provided and does not extend to any curtailment of 
the working days when inspection may take place. Pre- 
sumably, however, if the documents are kept at the 
registered office or some other place than the registered 
office or usual place of business of the company and 
such place (referred to in the section as the ‘appropriate 
place’) is kept open, say, five days a week while the 
usual place of business is open five and a half days a 
week, it will suffice for the documents to be open to 
inspection for five days a week only. 

If default is made in keeping the documents in an 
appropriate place or an inspection under section 26 is 
refused, the company and every officer of the company 
who is in default will be liable to a fine not exceeding 
£500 and also to a default fine; moreover, if default for 
fourteen days is made in sending to the registrar of 
companies notice of the appropriate place where the 
documents are kept, the company and every officer who 
is in default will again be liable to a default fine. Here 
it is necessary to turn to section 440 of the 1948 Act 
because Schedule 4 to the 1967 Act applies this section. 
Section 440 (1) provides, in effect, that ‘default fine’ 
means, where the amount of the fine is specified in an 
enactment, a fine of that amount for each day during 
which the company and every officer concerned is in 
default, and where no amount is specified (as is the case 
under section 26) a fine not exceeding £5 for each 
day the company and every officer is in default. Section 
440 (2) defines the expression ‘officer who is in default’ 
as meaning any officer of the company who knowingly 
and wilfully authorizes or permits the default, refusal 
or contravention mentioned in the enactment. Where 
there is a refusal of inspection of documents under 
section 26 the Court may by order compel an immediate 
inspection. 

Section 26 does not apply (i) so long as a director’s 
service contract, as originally made or varied, requires 
him to work, wholly or mainly outside the United 
Kingdom, or (ii) at the time the unexpired portion of 
the term for which the contract is to be in force is less 
than twelve months, or (iii) at the time the contract 
can, within the next ensuing twelve months, be 
terminated by the company without payment of 
compensation. 

Sections 27 to 29 (inclusive) of the Act of 1967 
replace section 195 (register of directors’ shareholdings) 
and so much of section 198 (general duty to make 
disclosure) as relates to section 195 of the Companies 
Act 1948, and make quite substantial changes in the 
statutory provisions relating to the disclosure of and 
register of directors’ interests. 
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Section 27 of the 1967 Act, which runs to no fewer 
than fourteen subsections, requires a director of a 
company to notify it of interests of his in shares in or 
debentures of the company, or any other body cor- 
porate which is the company’s subsidiary or holding 
company or a subsidiary of the company’s holding 
company (associated company); but the section is 
subject to any exceptions under regulations which may 
be made by the Board of Trade, and moreover does not 
impose any obligation under section 27 with respect to 
shares in a body corporate which is the wholly-owned 
subsidiary of another body corporate. 

Section 27 (13) defines a body corporate as being 
the wholly-owned subsidiary of another if it has no 
members but that other and that other’s wholly-owned 
subsidiaries and its or their nominees. This definition 
is the same as that in section 150 (4) of the 1948 Act. 
Again, as in section 25 of the 1967 Act, a person in 
accordance with whose directions or instructions the 
directors of a company are accustomed to act will be 
deemed to be a director of the company, but by virtue 
of section 56 (3) of the 1967 Act this will not include a 
person on whose professional advice the directors are 
accustomed to act. 

Section 28 of the Act contains rules, extending to 
eleven subsections, for giving effect to section 27 (1), 
and sets out the circumstances in which a person is or 
is not interested in shares or debentures of a company. 
This section will be considered later. 

Section 27 (1) (а) provides that a person who on 
October 27th, 1967 (that is, three months after the 
passing of the Act), is a director of a company and is 
then interested in shares in, or debentures of, the 
company or an associated company or thereafter be- 
comes a director and, at the time when he becomes a 
director is so interested, must notify the company in 
writing of the subsistence of his interests in the com- 
pany at the time in question, together with the number 
of shares and amount of debentures of each class of the 
company and associated company in which each interest 
of his subsists at that time. 

A person who knows of the existence of his interest 
on the ‘relevant day’, as defined below, must comply 
with section 27 (1) (а) within fourteen days beginning 
with the day next following the relevant day. If a 
person is a director at the beginning of October 27th, 
1967, the relevant day means October 26th, 1967, but 
if he became a director after October 26th, 1967, it 
means the date when he became a director. If a director 
does not know of his interest on the relevant day, he 
must comply with section 27 (1) (a) within fourteen 
days beginning with the day next following that on 
which the existence of his interest came to his know- 
ledge. 

(To be continued.) 
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Ford Model D.C.F. 


FORD, England, has just put an entirely new model 
on the market. It is not a motor vehicle, but rather 
a way of deciding whether or not to spend money on 
buying motor vehicles (or any other kind of business 
asset). This new model is no less than a discounted cash 
flow ready-reckoner, prepared on the Ford computer 
and sold subject to an unconditional guarantee that it 
will be kept up to date by the issue of revised sheets. 

The actual model consists of a large, well-produced 
volume entitled Investment Appraisal - a practical 
guide to the application of discounted cash flow techniques, 
by A. L. KINGSHOTT, B.SC.(ECON.), A.C.LS., treasurer 
of the Ford Motor Co Ltd. Тће foreword by Mr FRED 
CaTHERWOOD relates the Ford work to the National 
Economic Development Council booklet on the same 
subject which has just appeared in its second edition at 
the economical price of 27 pence: the new book is being 
floated in at the top end of the market at seven guineas. 
Is it worth it? With but sixty-nine pages of text and 
a large section of tables – а! excellently produced 
and admirably free of errors — it is, on the face of it, 
obviously intrinsically not a good buy. On the other 
hand, as a way of introducing instant D.C.F., on the 
strength of Ford know-how, into businesses of all 
shapes and sizes it could be excellent value for money. 

It is unlikely that Mr KiNGsHOTT really set out to 
break new ground in the exposition of methods of 
investment appraisal. His argument follows the normal 
form of considering the alternatives of payback, net 
profit to investment ratio and average rate of return, 
and then identifying the advantages of the D.C.F. 
approach. Section 4 exposes the principal contribution 
of the book by showing how pre-prepared tables can 
take the sweat out of D.C.F. calculations. 'T'he idea in 
essence is that tables can be used to discount cash 
flows made up of a number of separate elements 
which must otherwise be made the subject of laborious 
individual calculations: for example, a suitable table 
can enable the discounted value of an investment in a 
particular type of plant (classified according to taxation 
ratings for investment grant and initial and annual 
allowances) to be read off for different assumed lives 
of the item at varying rates of discount. It will be 
appreciated that without the tables it is necessary to do 
separate calculations for the original investment, the 
investment grant, and the annual allowances for each 
year of the life of the asset. 

Through the use of tables it is possible to reduce 
D.C.F. to a simple ‘back of an envelope’ routine to be 
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used, as expounded in section 5, not only for assessing 
normal capital proposals, but also for comparing 
capital expenditure with operating expenditures; for 
taking lease or buy decisions, for resolving replace 
or repair problems; and for deciding when increases 
in productive capacity should be undertaken. For the 
serious student — who can well be any normal ac- 
countant or business man with no previous experience 
of the subject other than a quick reading of the 
N.E.D.C. pamphlet – there are sections on additional 
techniques of investment appraisal (most of which 
seem to fail the Ford inspection methods |); the use of 
variation analysis to ensure that investment decisions 
are not upset by small - and almost inevitable — errors 
in the figures used in the D.C.F. calculations; the evalu- 
ation of the effect of chance on investment decisions by 
the application of probability to project analysis 
through the Monte Carlo method; and finally a chapter 
on how to allow for inflation in investment appraisal. 

This publication raises three points of principle, 
two of which are significant and one of which is in- 
significant. The significant ones are: first, is it right that 
great businesses should share their expertise with the 
world at large? There can be no doubt about the answer 
to this question, and the comment upon it made by Mr 
KiNGsHOTT to the Press is fittingly modest. “We at 
Ford had a certain amount of experience in simplifying 
and improving the application of discounted cash flow 
techniques. In view of the *Neddy' report, it seemed 
proper to pass on what we knew in the hope that it 
would be of use to others in industry.’ The rest of us 
are in debt to Ford. Тће second point of principle is 
whether the real need today is for textbooks and works 
of research which push back the frontiers of knowledge, 
or rather for practical primers which enable the ordi- 
nary man to do things which he felt he could not tackle 
before. Here again there can be little doubt about the 
answer so far as Britain is concerned, as there are so 
many examples of techniques and methods which have 
been written up in textbooks for years and around 
which theses have been composed, but which are still 
not used as fully as they should be. 

The insignificant principle is that of cost. Should any 
such book be as expensive as seven guineas? Not only 
is this insignificant, but it is also irrelevant since it is 
in any case only a fraction of what might otherwise be 
spent on acquiring a veneer of knowledge of the subject 
through attendance at courses or seminars. Let us hope 
that just as some glossy courses seem to attract sub- 
scribers because they are seen to be expensive, so this 
book will sell at least partly on its high price. Judged 
by the results it offers it is in fact superb value. But 
read quickly, for it is promised as the first of a series 
in a Ford Business Library, and the next publication 
may not be long delayed. 
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1: twenty years in business I’ve never known the like!” 
declared Bill Williams, angrily banging the board 
room table. 

“Апа neither have І!” echoed the man on his left, furiously. 

The ten top sales representatives of Lomax Foods (War- 
wickshire) Ltd. were gathered for their half-yearly Sales 
Conference. And Michael Lomax, Managing Director, had 
just dropped his bombshell. 

No new accounts to be opened. 

No increase in orders to be taken from existing customers. 

А complete clamp down. For six months. 

*We work twenty-five hours a day to sell and expand" 
complained Bill Williams bitterly, “апа now you tell us 
things have got snarled up at your end. It's rank bad 
management I say." 

**Hear, hear," agreed others. 

“Gentlemen, please be reasonable," urged the M.D. “I’m 
as disappointed as you are.” 

“Aye, but you don’t lose commission,” Bill Williams 
countered. “We shall. And I’m booked for a holiday in 
Spain on the strength of my new orders. What do I tell my 
wife and family now?” 

“It’s no use getting hot under the collar, Bill. Even you 
can't get away from economic facts. We haven't got the 
money to give extended credit over and above our present 
commitments. And without it we can’t take on extra business. 
So we've got to go easy. Otherwise ГЇЇ be faced with not 
enough in the kitty to pay the wages and salaries. Including 
yours." 

“T still say it’s rank bad management.” 

“Watch it Bill," snapped the M.D. sharply. 


arly ended in 


haos 


/ 1 was then that a quiet man at the bottom of the 


7.0 Д table spoke up. 


“І think Гуе got the answer," he said. “Credit 

Factoring. I was reading about Shield Factors’ service 
only the other day. It gives manufacturers a steady inflow 

of cash, the amount depending only on their sales, and 
it abolishes ledger-keeping costs too. 
“We need never have another bad debt either," he con- 
tinued. *And as for worrying about money to pay the 
| wages and salaries— Shield Factors have made that a 

thing of the past." 

“Then why in heaven's name didn't someone tell me about 
Shield Factors before?" demanded Michael Lomax, visibly 
brightening. “TIl get on to them right away.” 


* * * 


He did. And now he's got the happiest team of go-ahead 
reps. for miles around. Commission and profits are going up 
every month as new accounts are opened and bigger orders 
accepted. As for Bill Williams, his daughter got engaged on 
the last night of the holiday. In Spain, of course. 


* * * 


CREDIT 


FACTOR г. о . . 9 
008 * Details of Shield service are given in 


this booklet: “Credit Factoring”, a 
copy of which is waiting for you. 
Write or phone (asking for Mr. Е. К. 
Salinger or for Mr. E. S. Davis) and 
it will be sent to you by return. 


SHIELD FACTORS LTD 


formed by N. M. ROTHSCHILD & SONS, ANGLO-AFRICAN SHIPPING CO. 

(S.A.) LTD., C. T. BOWRING & CO. LTD., EAGLE STAR INSURANCE CO. 

LTD., INDUSTRIAL & COMMERCIAL FINANCE CORPORATION LTD., 
KLEINWORT BENSON LTD. 
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Plantation House, Mincing Lane, London, E.C.3. 
Telephone: 01-623 9236 
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Enjoy life in it 










row up init 


Find more in it 


are part of a great society 


The Sun Life Assurance Society. A great society of policy holding people who 

take the trouble to get the best out of life. You have every reason to recommend it. 
Here is one—less red tape. Suppose a client wants to take out an ordinary life 
policy. Only exceptionally will he even have to see a doctor. That shows our policy 
towards all policies. Group Life Assurance, Pension Schemes, Estate duty provision, 
Life Annuities—big deals, little deals, all deals. We're a great modern society— 
fully computerised, ready for everything. But no high pressure selling! With over 

а hundred and fifty years' experience and some of the most competitive 

insurance terms available today, we don't need that! You сап recommend us, 
knowing that you and your client will receive fast and friendly service. 


Su life assurance 
society limited 


... the опу Society under the Sun 
107 Cheapside, London, E.C.2. Telephone : MONarch 7788 1D 





. 
September 23rd, 1967 


THE 
ACCOUNTANT 


377 


Ninth International Congress 


Max: 
МУ 


А. the end of the Ninth International Congress of 
Accountants in Paris on Tuesday of last week, the 
Congress President, M F.-M. Richard, announced that an 
international committee was to be set up to promote co- 
operation among the accountancy organizations throughout 
the world. 

This move, which M Richard said had been ‘unanimously 
agreed’ by the official delegates of the participating coun- 
tries, may be seen as a compromise agreement between those 
who sought the establishment of a full-scale permanent 
international secretariat and those who were not enthusiastic 
_ for this. 

There has, of course, been much lobbying for the setting 
up of some sort of permanent organization – No. 2 of the 
Congress Chronicle (a news leaflet, four issues of which 
appeared during the Congress) was entirely devoted to the 
comments and arguments of the ‘pro’ group – but as Mr 
Ross of Canada – obviously a member of the ‘pro’ group – 
realistically indicated at the session on ‘International 
Harmonization of Auditing’, the difficulties and uncertain- 
ties of achieving this were far from minor. How many 
representatives would an international body comprise? 
How would they be appointed? What method of selection 
would be employed? Would not invidious distinctions 
arise? 

In the event, therefore, the envisaged committee — whose 
function will obviously be confined to the area of consul- 
tation and advice and on which, we gather, representation 
will probably be on a regional basis – is probably the best 
arrangement that can be expected for the present. 


WORLD ROLE OF ACCOUNTANTS 


Earlier in the closing session, the Congress was addressed 
by M Emile Roche, President, Conseil Economique et 
Social. 

After paying a warm tribute to the Congress President, 
М Richard, who was also a member of the Economic and 
Social Council, M. Roche said that speaking as the President 
of a consultative body he was going to give his idea of the 
role accountants should play in the economy of their own 
countries and in the world. It seemed to him that the ac- 
countancy profession had two main duties. First, the profes- 
sional bodies in the developed and wealthy countries had 
an obligation to help their brethren in the developing 
countries. This assistance should be directed particularly 
to education and professional training and to the formulat- 
ing of regulations and methods. 

The profession was rich in knowledge and experience – 
each country having its own particular characteristics. Тће 
accountancy bodies of the United States were noted for 
their investigations and research; those of Great Britain 
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for the traditions of a century of practice; those of Germany 
for their economic studies, and those of France for the 
progress they had made in the way of standardization of 
accounts. To contribute all these riches to a common pool 
and to undertake a common task with peoples who had not 
yet acquired experience of practice and of economic effects, 
could do nothing but good. Such technical and intellectual 
co-operation would certainly not be achieved without 
difficulties, however, and should, he thought, be carried 
out under the aegis of an international organization with 
flexible and effective powers. 


Management sphere 


The other area of importance for the accountancy profes- 
sion was in the sphere of management, in which the partici- 
pation of accountants was indispensable. Scientific and 
technological development, economic and social evolution 
had given a new dimension to the concept of risk in business. 
In the modern economy, risk was a part of the rapidity of 
change and of competition, just as on the road it was 
increased by speed and congestion. Accountants were the 
headlights who shed their light farther ahead and more 
widely. 

Every age was marked by progress, but the present age 
was characterized by the speeding up of progress and the 
certainty that there must be more regard for the future than 
respect for the past. This made looking to the future the 
principal requirement for business, and therefore manage- 
ment must necessarily be forward-looking. This demanded а 
change of attitude both in managernent and accountancy. 
Forecasting and budgetary control were the instruments 
of far-seeing accountancy. The contribution of electronic 
computers was important, but it was advisable to use 
separate methods of forecasting in order to combine to the 
best advantage the resources of modern business. 

Finally, M Roche referred to the training and education 
of young people who were destined for the accountancy 
profession. It seemed to him indispensable that each country 
should have large colleges of accountancy, like the big 
engineering, electronic, chemistry and other colleges. In 
his view it was advisable that courses of higher education 
comprising all the activities exercised by the accountancy 
profession should be established without delay. This, he 
said, was the business of governments; the means and the 
cost of this would, of course, vary in each country. 


PURPOSE OF THE CONGRESS 


The closing session was also addressed by the Rapporteur- 
Général, M J. Wisner and by Mr D. S. Anderson, M.A., C.A., 
President of the Scottish Institute. Mr Wisner said that if 
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the Congress had not presented definite conclusions or 
solutions to problems, this after all was not its purpose, 
which had been rather to open the doors of discussion and 
exchange of views. In this it had succeeded. 

In the relationship between the accountancy profession 
and the management of public affairs, he said, it was neces- 
sary for the profession to understand the points of view — 
though doubtless widely differing - of both government 
and governed. As for the profession itself, while underlining 
the importance of university training for its members, he 
said it should be of a widely accessible and democratic 
nature. 


FACING THE FUTURE 


Mr D. S. Anderson, M.A., C.A., President of The Institute 
of Chartered Accountants of Scotland, expressed apprecia- 
tion on behalf of all the Congress participants of the work 
of the President and the executive committee in making 
the Ninth International Congress the success it had proved 
to be. He continued: 

We have come here from fifty-seven countries to discuss 
some of the problems with which the accountant of today is 
faced. Although we carry on our work in many different 
countries where conditions vary considerably, where 
legislation is far from uniform and where national character- 
istics have their influence on the performance of our daily 
tasks, we have one purpose in common, to assist industry, 
commerce and the community at large to exploit their 
resources to the best advantage. 

The papers which we have read, the discussions in which 
we have participated, and the talks which we have had with 
our colleagues from other lands, have all helped us to 
understand some of the problems facing accountants with 
whom we are not in daily contact. Such exchanges of ideas 
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and views can do nothing but good and, with the ever 
speedier flow of people across the frontiers of the world, 
it becomes ever more important that we meet one another 
to discuss our mutual problems. 

Change is going on all around us; new technologies are 
being developed; business and professional units are 
becoming larger and more complex, and the accountant’s 
responsibilities to his clients and to the community are ever 
increasing. То meet the changing conditions it is essential 
that the profession consist of men of proven high ability 
and imagination. 

To ensure that this is so in the future the public ac- 
countancy profession must be able to draw on the talents 
of the present and future generations. There are, and I hope 
will continue to be, myriads of young men and women of 
ability scattered throughout the world in accountancy firms 
of all sizes. These young people are, and will be, the life- 
blood of the profession and they must be given the en- 
couragement and opportunity to develop and exploit their 
talents. They must not be frustrated. The largest account- 
ancy firms must ensure this flow by supporting the existence 
and development of a wide range of professional firms, both 
large and small. A failure to foster the continued existence 
and development of accountancy firms in the more remote 
areas and of small and medium size could well lead to 
pernicious anaemia, a disease which could prove fatal to the 
profession. 


Machine age 


We live in a machine age, where business machines, 
computers and other sophisticated equipment are in- 
creasingly becoming tools of the profession. A machine, 
however, is no better than its operator; the output of the 
computer is limited by the ability of the man who designs 
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the input. The man behind the machine governs what the 
machine turns out. And so everything depends on the basic 
knowledge which that man brings to bear. The basic 
accounting principles provide the spark which sets off the 
chain reaction which ultimately produces the end-product. 

As a profession we must be aware of the danger of being 
carried away by the magic of electronics. Let us by all 
means make the best use of technology; let us harness it to 
the speedier exercise of our skills; but let us not forget 
that it is our ability to think, to reason, to form an opinion, 
to express judgement that entitles us to call ourselves 
professional men and not merely technicians. We must 
keep our feet firmly on the ground lest by having our heads 
in the clouds we become blinded and lose our way to our 
intended goal. 

We come back all the time to basic principles, and these 
may be ethical as well as academic. While there is no general 
agreement as to what are the basic accounting principles, 
either as between nations or as between accountants of the 
same country, there must surely be a world-wide acceptance 
of the need for a very high moral standard in our profession. 
In a word, we must stand for integrity. 

In certain cases the central Government, the judiciary 
or some quasi-statutory body decrees what may or may not 
be done, thus usurping the right of the conscientious 
accountant to exercise his own independent thinking in the 
performance of his onerous duties. Sound principles 
conscientiously applied by a capable accountant should 
remove the need for legal or semi-legal compulsion. Given 
an understanding of these principles and given integrity 
we need never fear that the accountant's independence will 
be challenged. 

Freedom to express an individual opinion; equality of 
opportunity so to do without compulsion; the free exchange 
of ideas through the medium of gatherings such as this 
Congress — given these conditions the accountancy profes- 
sion can and will provide the service which the commercial 
and industrial community throughout the world is entitled 
to expect. 

Perhaps these three conditions of Freedom, Equality and 
International Collaboration are appropriate ideals for this 
gathering in Paris where Liberté, Egalité, Fraternité 
mean so much. 

Our theme these last few days has been "The New 
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Seated at the top table at the Congress 
Dinner. Right to left: M Н. Montet, Presi- 
dent du Conseil National de la Comp- 
tabilité ; M André Bettencourt, Secretary of 
State for Foreign Affairs ; M F.-M. Richard, 
President of the Congress; Mr D. S. 
Anderson, C.A., President of The Institute 
of Chartered Accountants of Scotland ; Mr 
J. M. Wilson, C.A., President of The 
Canadian Institute of Chartered Account- 
ants. 


Horizons of Accountancy'. Is it too much to hope that we 
may all return to our homelands reinforced in the interest 
of our individual clients in our determination to profit 
from the exchange of views which we have had since the 
Congress opened and that our visit may have widened our 
horizons? 


DELEGATES' BANQUET 


A banquet for the official delegates representing the par- 
ticipating bodies was held on the Monday evening in the 
Galerie des Batailles at the Palais de Versailles. Guest of 
honour at the banquet was M. André Bettencourt, Secretary 
of State for Foreign Affairs. 

Responding to a toast proposed by the Congress President 
M Richard, M Bettencourt expressed the greetings of the 
French Government and referred to the international 
character of the accountancy profession and to the 
indispensible part which accountants played in commercial 
relationships between nations. 


We refer below to the concluding business sessions held 
on Monday of last week. 


Decisive Factors Governing 
Investments as from One Country 
to Another 


Session Chairman: Mr R. Tsuda (Japan) 


The international rapporteur for this session, Mr У. 
Darchambeau (Belgium), pointed out that investments in 
foreign countries raised a number of highly complex 
problems, an analysis of which was beset with difficulties. 
It required competency and detailed data, ranging from 
social psychology to taxation, and obviously called for 
team work. Political and social conditions must first be 
explored; then economic conditions with special relevance 
to the project in mind. In countries with efficient statistical 
equipment, economic science could provide a quantitative 
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analysis which, properly interpreted, would give an accurate 
picture of the national economy. 

At present, economically advanced countries were in a 
privileged position as regards security, while the under- 
developed and developing countries were far less assured. 
But for the sake of their peoples and world peace, and to 
protect supplies of raw materials and foster increased trade, 
everything possible should be done to promote and en- 
courage investment in these countries. A vigorous campaign 
of education and enlightenment should be undertaken by 
the relevant international organizations to explain the 
mechanism of development, through the medium of foreign 
investments. The present ‘aid consortia’ should be extended 
to include all the newly independent countries, and much 
help could be given by the establishment of joint ventures 
in which local authorities and other bodies could pool 
their efforts with groups of foreign investors prepared to 
give them scientific, technical, financial and administrative 
assistance. 


Among the views of the national rapporteurs for this 
session were the following: 

Mr М. Connor, м.сом., А.С.А. (Ireland): Foreign aid із 
an essential impetus to developing countries. There should 
be agreement on the principles governing the relations 
between the borrowing country and the foreign investing 
country. 

Mr I. W. Keller (United States): Profit is not the only 
and ultimate criterion for deciding on foreign investment. 
Financial considerations are perhaps even more important. 
It is therefore necessary for the growth of net assets and the 
transfer of profits to take place simultaneously. 

M J. Nataf (France) examined financial planning as- 
pects and was particularly concerned with the determination 
of ‘fonds de roulement bancaire’ (the working capital) and 
‘kinetic ratios’, which involve not only balance sheet 
elements but also factors in the operating and profit and 
loss statement. In addition these ratios are expressed in 
terms of time, and effect the liaison between the accounting 
figures and the technical data provided by the commercial 
and technical offices of the company. 

Mr К. С. Tiffany (Canada): A decisively negative factor 
may be any combination of taxes that are unduly high, tax 
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laws that are ill-conceived and badly administered, stiff 
withholding tax or other charges on remittance of profits, 
foreign exchange restrictions making remittance difficult or 
uncertain, or a state of unstable balance of payments 
indicating the probability of such restrictions. 


The Adaptation of Auditing 
to New Techniques 


Session Chairman: Mr J. Goffin (Belgium) 


Mr A. B. Frielink (Netherlands), the international rap- 
porteur, stated that automatic data processing made 
obsolete a number of well-established internal controls, 
yet enabled management to exert much stricter control by 
means of up-to-the-minute processing, analysis, simulation 
and optimization. It was more straightforward than the 
older accounting systems as it dealt directly with basic 
data according to a program. The judgement of a qualified 
specialist was needed, however, to select effective internal 
controls that were not prohibitively costly. Further develop- 
ment of efficient use of A.D.P. systems might tend to force 
the auditor to adopt auditing ‘through’ or even ‘with’ the 
computer. 

Management information and information for the public 
both derived their basic data from the same sources, but 
generally the integrated processing of the data could only 
be reached gradually. If and when all aspects of the infor- 
mation system had been integrated, and through feed-back 
channels connected or integrated with the operating 
systems, a ‘total’ system could be achieved. This would 
mean that machines (including computers) would do the 
tasks for which they were most suited, and men, in close 
co-operation with the machines, would fulfil the tasks less 
suited to machines. 

To audit a total information system, stated Mr Frielink, 
the auditor must master the set-up of the system, use his 
critical judgement in ascertaining where things go wrong, 
and finally develop the means of checking deviations before 
they lead to unwanted consequences. The system was 
essentially the management’s system, and management 
must take responsibility for it. The auditor should not set 


The platform at one of the business ses- 
sions. Nearest the camera, right to left, are 
Mr A. B. Cleland, F.C.A.(Aust.), (Aus- 
tralia), Chairman; Mr В. 6. Leach, C.B.E., 
F.C.A. (United Kingdom), International 
Rapporteur, and Mr K. G. Jensen (Den- 
mark), Vice-Chairman. This session was 
reported in last week's issue. 
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up the system, as to do so might jeopardize his indepen- 
dence. He should see that it provided overall checks, with 
control fields covering such a range that any difference 
could be located within a reasonable time. 


Among the comments of interest made by the national 
rapporteurs for this session were the following: 

Mr G. Arholt (Norway): To work out a technique of 
auditing through the computer requires research by the 
professional bodies, co-operating with engineers, mathe- 
maticians and other technicians. 

Mr К. Harris, F.c.a. (Great Britain): The auditor should 
not become obsessed by the computer. The basic principles 
and experience of auditing should cover go per cent of his 
work; specialized knowledge of the computer being neces- 
sary for the other то per cent. 

M Maffroid and M vander Borght (Belgium): The 
auditor’s work now requires the examination of programs, 
their modification, and the processing organization. He 
must, therefore, have considerable knowledge of the equip- 
ment and its use. 

Mr У. Rasmussen (Denmark): The computer influences 
auditing methods and procedures but not its objects or 
principles. The present period of transition should be used 
to acquire knowledge of electronic data processing and to 
prepare control methods. 


The Use of Mathematical Methods 
in Accounting and Auditing 


Session Chairman: Mr R. Manyari Contreras 
(Peru) 


The international rapporteur, Mr Vernon K. Zimmerman 
(U.S.A.), stated that the following mathematical methods 
possessing a demonstrated usefulness for the accounting 
function had been identified: matrix algebra, for cost 
distribution studies; input-output analysis; linear program- 
ming -specific programming and optimizing of problems 
of business firms, such as transportation problems and 
oil refining management; network analysis — programme 
review and evaluation technique (PERT) and critical path 
method (C.P.M.); statistical techniques (a) sampling - dis- 
covery and sampling in audit acceptance verification pro- 
cedures; (b) simulation — approximation of business 
situations with one or more variables. There were many 
other areas which seemed to offer considerable rewards if 
the present mathematical techniques were to be applied. 

Macro-accounting (the measurement and reporting of 
aggregate economic data) afforded a logical area for the 
effective utilization of mathematical techniques to the 
accounting function, The recent applications of matrix 
algebra in input-output analyses had opened up a new 
approach to the accounting comprehension of aggregate 
economic data. 


Among the views of the national rapporteurs for this 
session were the following: 

Mr J. Langhout (South Africa) thought that ten to 
fifteen years from now, 75 per cent of important decisions 
would be made with the help of mathematics. Тће account- 
ant did not have to assume the role of mathematician or 
programmer but must acquire a good knowledge of 
management sciences. 
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Mr T. W. Macrae, с.л. (Great Britain): It is a question of 
replacing subjective estimation by mathematical objectivity, 
which includes the examination of all possible action and 
allows the use of all analytical methods. The accountant's 
education should include mathematical ideas such as the 
'set theory', infinite calculus, matrix algebra, linear pro- 
gramming and statistics. 

Mr A. Van Heerden (Holland): Auditing is tending 
towards the obtaining of a quantitative judgement on the 
overall value of possible errors. He described the so-called 
'guilder-number' method, explaining its principles and 
application and showing its flexibility. 


Present Limits and Prospects 

of the Technical Means Available 
to Accountants 

Session Chairman: M H. Montet (France) 


Substantial developments in accounting techniques since 
the turn of the present century had enabled accountancy to 
keep pace with the increasing size and complexity of busi- 
ness and to furnish management with the ever-increasing 
needs for control information, stated the international 
rapporteur at this session, Mr F. S. Somekh (Israel). He 
pointed out that the techniques available at the start of the 
century were mainly manual but the advent of ledger 
posting and accounting machines, as well as punch card 
data processing equipment, had provided the means to 
assist clerks to do a quicker and more efficient job. 

In the early fifties, however, introduction of the first 
electronic computer raised a possibility of taking over the 
entire clerical job. Applications within that decade had 
brought the promise from scientists and system specialists 
of further spectacular developments in automation and 
data processing. 

The first generation of computers were used mainly on 
scientific work and only a few large organizations had the 
vision to attempt to apply them industrially. Unreliability, 
primitive input-output facilities and programming difficul- 
ties prevented widespread adoption. 

The second generation machines in 1956-57 were smaller, 
more reliable and cheaper to run and they had larger 
storage units. 


On-line facilities 


The third generation introduced in 1965 gave on-line 
facilities and were compatible with growth in a system. 
Whilst input and output facilities were large, the machines 
retained the capacity to process complex mathematical 
procedures. Machine languages had reduced the skill 
needed for programming and the comprehensive range of 
utilities and service programs facilitated routine opera- 
tions. The significant characteristics were now very much 
higher speed operations, vastly increased memories, 
simultaneous operations of several programs, direct 
addressing of memory stores, and newer and faster input 
and output devices. 

Mr Somekh believed that little by way of technical 
development could be expected in the near future. The 
main developments would occur in the techniques of build- 
ing network systems, and linking multiple locations where 
decisions were made, and transactions occurred, by a central 
computer installation. 
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Some of the Congress members and their ladies who visited the chateaux in the Loire Valley during the final week-end of the Congress. 


The party is pictured in front of the Chateau de Chambord. 


While computer systems had often yielded economic 
benefits in the past, they had gone through severe and 
extensive teething troubles before achieving satisfactory 
results. Intelligent use of computers demanded more 
forethought about forward planning, organization and 
systems than had generally been accepted in the past. 

The widespread development of punched paper tape 
attachments to conventional accounting machines had 
made the use of service bureaux feasible and economic. 
This enabled the interpretive abilities of the accountant to 
be combined with the skill of the computer specialist. 

Mr Somekh emphasized that the unfamiliarity of many 
information theorists with well-established control require- 
ments within an enterprise had increased the chances of a 
major catastrophe due to errors in system design or the 
possibility of a fraudulent expert utilizing the system to his 
own ends. Unless the accountant participated in system 
design at an early stage it might not be possible to instal 
controls at a later stage. 

The accountancy profession was on the verge of a major 
upheaval as a result of the drastic changes in the environ- 
ment within which it operated. The accountant’s key role in 
business was as an interpreter of financial data. If he did not 
keep himself abreast of computer innovations he would 
inevitably be swept aside. Vast new areas and possibilities 
for decision making were opening up and the accountant 
would be excluded unless he began to take the initiative in 
the systems field. 


Effect of New Techniques on 
Accounting Practice and Concepts 


Session Chairman: Mr A. Greiffenhagen 
(Germany) 


Mr A. De Rivoyre (France), the international rapporteur at 
this session, began with an historical survey of the develop- 
ment of accounting and went on to define a number of 
technical terms used in integrated automatic data processing 
systems. He then discussed present and forseeable develop- 
ments. 

Like Mr Somekh atthe previous session, he distinguished 
the first and second generation computers from the third 
generation which were introduced in 1965. 

So far as third generation computers were concerned, 
the advent of modularity, compatibility and simultaneity 
in new machines changed the whole problem of information 
systems. Data links enabled the computer to receive infor- 
mation from outside and it could be connected to machine 
tool assemblies to account for processing and idle time for 
every production order; it could also be connected to time 
clocks and payroll, and record payroll data without inter- 
mediate operations likely to involve errors. 

M De Rivoyre stated that as auditor the accountant's 
task would be to check that entries of different orders were 
consistent or to rectify any abnormality set out by the 
computer. The habit of balancing and arithmetical checking 
in terms of two columns would have to be discarded. 
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Accountants would have to find what partial information 
they wanted the computer to print out in order to obtain 
the valid means of performing such ‘weighing’. Both real 
time and delayed operation was required by the accounting 
system and third generation computers were perfectly 
able to dissociate such functions while searching for the 
most economic and rapid type of processing. 


The Task and Training of the 
Accountant of Tomorrow 


Session Chairman: Mr W.E. Parker, С.В.Е., F.C.A. 


It was not surprising that technological advances in operat- 
ing and managing business enterprises had created new 
roles for the accounting profession, stated Mr C. V. 
Heimbucher (U.S.A.), the international rapporteur at this 
session. Since the recognition of the profession during the 
last century, the area of practice had been widely extended 
and higher standards of competence established. Account- 
ants must now define the world of the future and then try to 
fit themselves into it. 

Although numerous mergers were taking place and many 
units were becoming larger, the small units in the economy 
did not necessarily disappear. Automation was also increas- 
ing and changing its nature and there was an enormous 
growth in the demand for education. 

Mr Heimbucher emphasized that the accounting profes- 
sion was now taking a broader view of its role in society. 
'The attest or audit function seemed likely to be applied to 
non-financial data and also in connection with many other 
entities than simply businesses. The increasing use of 
credit also required more use of the attest function and the 
profession might eventually develop standards and criteria 
for judging managerial performance Accountants were also 
extending their management services and advice on ac- 
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counting systems, costs, credits, mergers, acquisitions, 
inventory control and production control. 

Mr Heimbucher stated that despite national differences – 
the division of education and training between the univer- 
sities, other educational institutes and the principals – 
there seemed to be general agreement that three main 
areas of study were involved: (1) Academic education of a 
broad theoretical and conceptual type, usually provided by 
colleges or postgraduate universities; (2) Transitional tech- 
nical training of the young man just entering the profession, 
variously provided by colleges, employers, staff training 
programmes or professional societies; (3) Continuing educa- 
tion of the mature accountant to keep abreast of new ideas 
and technology often provided by professional societies. 
АП three must be broadened and strengthened in the future 
to provide the general intellectual tools needed. 

More important than the division of responsibility was the 
need for co-operation between educators and practising 
accountants. Educators must really understand the needs of 
the profession and how to educate for the future. Practising 
accountants must be kept aware of changing educational 
philosophies and research so that they could adjust policies 
accordingly. The problem was to discover the needs which 
people had of accountants and “їо then demand of ourselves 
the preparation required to meet them'. 


PRESENTATION OF MEDALS 


At a civic ceremony during the Congress, the Vice-President 
of the Municipal Council presented the Congress President, 
M F.-M. Richard, with the Grand Silver Medal of Paris. 

M Jean Wisner, General Rapporteur of the Congress, and 
Mr C. V. Heimbucher, leader of the United States delega- 
tion, received silver medals. Bronze medals were presented 
to Mr Н. W. Ross, of Canada, Dr Krafft von der Tann-R 
(Germany), M Alain De Rivoyre (France) and Mr J. 5. 


Somekh (Israel), international rapporteurs. 
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Members of the platform party at the closing session of the Congress in the Salle Pleyel. М Emile Roche, Président du Conseil Econo- 


mique et Sociel, is addressing members. 
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The Association’s Examination Results 


F the 6,991 candidates who sat for the June 

examinations of The Association of Certified and 
Corporate Accountants, 2,011 (30 per cent) were 
successful. The names of those who passed sections 
III and IV of the examinations are given on other 
pages of this issue. 

In section IV there were 679 candidates of whom 263 
(39 per cent) passed, First place and prize was won by 
Mr I. Е. Т. De Souza, of Leeds; second place by Mr 
G. Gould, of Wednesbury; third place by Mr R. C. 
Gayton, of Castleford; fourth place by Mr L. Alston, 
of Ipswich and fifth place by Mr T. R. Crompton, of 
Worthy Down. 

A total of 1,819 candidates sat for section III of 
whom 400 (22 per cent) were successful. First place 
was won by Mr J. Whitley, of Urmston; second 
place was won by Mr A. O. Aikulola, of London; third 
place by Mr A. O. Atudeko, of Leeds; fourth place by 
Mr A. M. Tinker, of London; fifth place by Mr B. В. L. 
Flack, also of London, and sixth place was awarded 
jointly to Mr G. E. McDiarmid, of West Drayton and 
Mr K. J. Kenny, of Dublin. 

There were 1,610 candidates for section II of whom 
585 (36 per cent) passed, and in section I a total of 
2,675 sat, of whom 630 (24 per cent) passed. In the 
Preliminary examination, 155 candidates sat of whom 
126 (81 per cent) were successful. 


EFTA’S Eventful Year 


| F9UR main themes in an 'eventful' year are singled 
out in the seventh annual report of the European 
Free Trade Association, for the period July 1966 to 
June 1967, now published. 
Chief among them are EFTA's completion, on 
December 31st, 1966, of its main schedule of tariff 
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dismantling, and the decision of Britain and other 
EFTA countries again to seek membership in, or 
other links with, the European Economic Community. 
In addition, the report stresses the importance of 
EFTA’s continuing work in removing trade barriers 
other than tariffs and quotas, and of the completion of 
the Kennedy Round of trade negotiations. The report 
points out that the EFTA countries have completed 
the removal of their protective duties on imports of 
industrial products from one another over a period of 
only six and a half years — three years less than ori- 
ginally scheduled. 

Referring to Britain's renewed application last May 
for membership of the European Economic Com- 
munity. followed by a similar Danish application, and 
by a Norwegian Government recommendation that 
Norway, too, should apply for membership, the report 
recalls that these moves were made in close consultation 
with the other EFTA countries. At a meeting on the 
eve of the British Cabinet's decision to apply for E.E.C. 
membership, EFTA ministers agreed that such a 
decision *would open up new prospects for a solution 
of the question of European economic integration, in 
which they all intended to participate’. 

With the removal of tariffs and quotas now virtually 
completed, interpretation and application of the Stock- 
holm Convention rules of competition is seen as “а 
primary concern’ of EFTA. The report welcomes the 
outcome of the Kennedy Round of trade negotiations 
in GAT'T, successfully concluded at the end of June, 
as by far the largest reduction in tariff protection ever 
achieved on a world-wide basis. 'T'his result, it forecasts, 
‘will certainly do much to encourage a continuous 
growth in international trade, while for Europe it pro- 
vides the prospect of significant relief from the effects 
of mutual tariff discrimination between EFTA and 
the E.E.C.’. 


Courses at Cambridge 


та major accountancy courses were held at 
Cambridge this week. The annual summer school 
of The Institute of Cost and Works Accountants, 
attended by over one hundred members, took place at 
St Catherine’s College from Monday until today 
(Saturday), and the Cambridge summer course of The 
Institute of Chartered Accountants in England and 
Wales assembled at Churchill College (the first occasion 
the course has been held there) on Wednesday and 
also continued until today. At both courses there was a 
varied and interesting programme of lectures and 
discussions. 

Over two hundred chartered accountants were at 
Churchill College and following the address of welcome 
by the President of the Institute, Mr W. E. Parker, 
C.B.E., F.C.A., a talk on ‘Accountants and lawyers’, was 
given by Mr Н. Н. Munroe, Q.c. Papers presented at 
the course on the succeeding days were: ‘Protection for 
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shareholders’, by Mr D. D. Rae Smith, M.C., B.A., 
F.C.A., a partner in the firm of Deloitte, Plender, 
Griffiths & Co, Chartered Accountants, of London; 
‘Learning to live with taxes on capital gains’, by Mr 
Stanley Kitchen, F.c.a., a member of the Council of 
the Institute and a partner in the firm of Foster & 
Stephens, Chartered Accountants, of Birmingham, and 
"The interpretation of accounts with special reference 
to the return on capital employed', by Mr D. Robson, 
F.C.A., director, Charterhouse Industrial Development 
Co Ltd. In accordance with established practice, 
questions raised during the discussions following each 
paper were put to the various speakers at a separate 
meeting held each evening. 

As in previous years the afternoons were left free 

for members to use for private study, mutual discussion 
or recreation. Among the arrangements made for these 
free sessions were conducted tours of Cambridge, visits 
to С.І.В.А. (A.R.L.) Ltd, Greene King (Biggleswade) 
Ltd, and a golf competition over the course of the 
Gog-Magog Golf Club. 
. The cost accountants’ course was largely devoted to 
a study of some of the techniques which have been 
developed in recent years to assist management in 
decision making. 

The President, Mr C. E. Sutton, Е.С.А., F.C.W.A., 


J.DIP.M.A., welcomed members after dinner on Monday . 
evening and papers presented at the course on the’ 


following days were: ‘Quantitative methods in manage- 
ment control’, by Mr J. Murdoch, B.SC., A.R.T.C., 
A.M.LPROD.E., senior lecturer in statistics and opera- 
tional research, department of production and industrial 
administration, College of Aeronautics, Cranfield; 
‘Application of management techniques’, by Mr J. К. 
Potts, Е.С.А., F.C.W.A., J.DIP.M.A., manager, manage- 
ment control systems, Standard Telephone and Cables 
Ltd; 'Cost investment analysis in the 7os', by Mr 
P. J. W. Ambler, M.A., F.C.W.A., J.DIP.M.A., manager, 
organization and methods department, Humber Ltd, 
and "The development of management accountancy on 
the North American continent’, by Dr С. Moller, 
D.JUR., Е.С.А.(САМ.), R.LA., Vice-president of finance and 
administration, Robertson-Irwin Ltd, Hamilton, 
Canada, and a director of the Society of Industrial 
and Cost Accountants of Canada. 

There were group discussions following the first 
three papers and a general discussion on Dr Moller’s 
paper. During the free session periods, members had 
the opportunity to go on a number of conducted tours 
of the colleges. 


Anglo-Dutch Accountancy Study Group 


HE names of the members of the Anglo-Dutch 

Accountancy Study Group which is to conduct a 
study into the professional rules and standards (includ- 
ing auditing principles and practice) in the two 
countries have now been announced. | 

The Nederlands Instituut van Register-Accountants 
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will be represented by Mr A. F. Tempelaar, Mr H. C. 
Treffers and Dr I. Kleerekoper; The Institute of 
Chartered Accountants in England and Wales by Sir 
Henry Benson, С.В.Е., Е.С.А., and Mr R. McNeil, Е.С.А.; 
and The Institute of Chartered Accountants of 
Scotland by Sir William Slimmings, C.B.E., C.A. 

The formation of the Study Group was announced | 
in The Accountant of July 22nd. It has been set up with 
a view to furthering co-operation between the account- 
ancy professions in the Netherlands and the United 
Kingdom. 


Growth Through Industry 


EVEN company chairmen have contributed to a 

new book, Growth Through Industry, published 
last week by the Institute of Economic Affairs, price 15s. 
The book also brings together twelve papers on the 
theme of economic growth through competitive enter- 
prise and company planning rather than a reliance on 
national planning. In his introduction the Editor 
explains that the book’s origins lie in the discussion of 
economic growth in the last six years and in Govern- 
ment attempts to accelerate growth by the National 
Economic Development Council, the National Plan 
and other methods. 

On company planning, the seven chairmen describe 
their companies’ techniques and point the contrast 
with centralized Government planning. Mr Robert 
Appleby, chairman and managing director in the 
United Kingdom of Black & Decker Ltd, says that his 
company plans for its financial growth three years 
ahead and budgets for one year ahead every year. They 
do not try to reconcile the financial forecasts with the 
operating forecast in detail, he adds. 

Mr H. G. Lazell, chairman of the Beecham Group 
Ltd, states that a measure of formal long-range 
planning is essential because knowing where a business 
wants to be in, say, five years’ time will affect its 
day-to-day decisions. His company would be in a very 
different position today. he states, if it had not been 
ready to change its plans at short notice and seize 
growth opportunities as they arose. 

Several chairmen comment on the way changes in 
Government fiscal and economic policy can damage 
investment plans and retard growth. Underlining this, 
Mr H. Alan Walker, chairman of Bass, Mitchells & 
Butlers Ltd, comments: ‘Anyone who had built all 
his new plant in development areas or who formulated 
his marketing policy in the belief that there was to be a 
great movement of redeployed manpower away from 
the Midlands and South-East to high unemployment 
areas and who indulged іп export forays purely for what 
the politicians represent as patriotic motives could now 
find himself in a sorry state.’ Mr D. H. Barran, chair- 
man of Shell Transport & Trading Co Ltd, declares 


that productivity is penalized and the benefits of effi- 


ciency negated by high taxation. The price of petrol, 
net of tax, had actually fallen in the last ten years, he 
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states, but the benefits have been largely offset by the 
Government policy of loading well-nigh intolerable 
tax burdens on industry, so that the tax on a gallon of 
petrol today adds something like 250 per cent to the 
basic price. 

In other sections of the book, Professor John Jewkes 
writes on the dangers of monopoly and restriction and 
calls for more rigorous action to control monopolistic 
practices and establish ‘rules for keeping industry 
lively and resilient through the perpetual rivalry of 
competitors’. Professor Jack Wiseman makes out a case 
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for denationalizing the nationalized industries in order 
to promote growth, and Mr Ralph Harris, General 
Director of the I.E.A., dissects the N.E.D.C. and ош- 
lines the framework of a ‘plan for competition’. 

There is also a scholarly essay by Dr Richard Lynn, 
Research Professor in Psychology at the University of . 
Dublin, on the theme of man’s need for competitive 
endeavour and the role of incentives in industry. He is 
sceptical of the noiion that people can be persuaded to 
‘co-operate’ for the public good — the theory underlying 
the National Plan — except in emergencies. 





This is My Life 
by An Industrious Accountant 


RECENTLY sent a memo to our chairman about 
some of the more noteworthy sections of the new 
Companies Act. So disturbed was he by certain 
sections that he came down to my room to expostulate. 
“That nonsense about showing the chairman's re- 
muneration separately in tbe published accounts is 
iniquitous, just damned iniquitous,' he growled angrily. 
*What do they think directors are? А. gaggle of third- 
rate apprentices to be graded into pay scales, or a gang 
of highwaymen splitting the loot? It's an absolute 
atrocity.' EM 

I professed complete agreement with him, my 
private opinion being that to disclose a man's salary 
without some indication of the relevant functions 
performed is ridiculous. Our managing director as 
illustration in point, is probably cheap at /6Х in view 
of his impact on our profits, while another member of 
our board whom I naturally prefer not to particularize, 
is dear at £X. Quantum meruit is, or should be, the 
yardstick. 

The chief, rather pleased at discovering an un- 
expectedly kindred spirit, eyed me in conspiratorial 
fashion. ‘You’re sure that section 6 includes the annual 
bonus?’ he hinted, and was downcast on hearing that it 
was adamant. ‘Can’t understand why they're always 
gunning for directors’, he brooded. ‘Never a close 
season.. We're always the target!’ 

I pointed out gently that historically directors as a 
class had had a pretty poor Press. Old antipathies die 
hard. A century ago Charles Dickens castigated direc- 
tors in words that brainwashed a whole generation. In 
chapter two of Nicholas Nickleby, for example, there is a 
scathing report.of the first meeting of that plausible 
swindle, Тће United Metropolitan Improved Hot 


Muffin & Crumpet Bakery and Punctual Delivery 
Company ~ capital five millions . ... the directors’ por- 
traits are written in vitriol.  . 

In 1851. that gentlest of writers, Mrs Gaskell, 
reserved her only word of condemnation in Cranford 
(wept over by thousands) for directors. Poor old Miss 
Matty, losing her tiny nest-egg when the Town & 
County Bank failed, felt quite dishonest because she 
was a shareholder. She sympathized with the directors 
‘whom she imagined overwhelmed by self-reproach 
for their mismanagement of other people's affairs . . . 
but I privately doubted if the directors would agree 
with her’. 

The Old Man seemed somewhat ruffled as the list of 
literary examples extended. He is always ultra-sensitive 
of course, about the bonus on salary which certain 
directors receive. Its assessment is, in fact, a fascinating 
annual episode as the assessors are the beneficiaries, 
but for obvious reasons my recollections must be as 
secret as the seal of the confessional. 

Perhaps the appointment of another couple of direc- 
tors of junior status and moderate salary might lower 
the overall average, so to speak, and improve the public 
image, he pondered. Dash it, something’s got to be 
аспе. People might easily get the wrong impression. 
That recent report about a certain transatlantic 
tycoon’s astronomical income had startled some of the 
chaps in the club, jolly good men though they were, 
into some deuced caustic remarks, Dashed if he 
wouldn’t write a stiff letter of protest to the papers 
some day . . . p'raps I'd draft some key points for him. : 

This feeling of being misunderstood or even un- 
appreciated at one's true worth is certeinly rather 
galling. Nobody likes to have his vocation branded 
in the public estimate as some sort of stock caricature, 
and glib criticisms can sting. As the chairman con- 
tinued to ruminate on the false image of directors so 
readily accepted by the thoughtless and/or prejudiced, 
he suddenly sounded iike my own colleagues bewailing 
the same trouble which has seemed to be afflicting 
auditors recently. Those chaps have certainly had a 
poor Press lately if anyone has. 
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OLYMPIA Oct 3-11 


10a.m.- 6.30p.m. (Sat 4p.m) Admission 7/6 


Inject one of the crucial profit-making 
factors into your organisation. The 
factor: efficiency. How? Inthefirstplace 
by keeping abreast of new business 
methods, new equipment. This is very 


easy to do. Visit The Profit Show-this . 


year's Business Efficiency Exhibition at 
Olympia. All the latest developments 
arethere. Makeitpriority. Getyour ad- 
vance copy of the BEEcatalogue (3/6d. 
including postage) from B.E.T.A., 109 
Kingsway, London, W.C.2. | 


BEE is the Exhibition of the-Business Equipment Trade Association 


Olivetti put a computer on your desk 
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The Olivetti Programma 101 makes 
it possible for every Company, Uni- 
versity, Department, Laboratory or 
Institute to have their own private, 
electronic digital computer. 

It possesses all the essential charac- 
teristics of a ‘traditional. computer 
(speed, logical operation, эгіпіеа out- 
put, programmability), but is only a 
little larger than a typewriter, doesn't 
require a skilled operator, and is com- 
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Programs can be recorded on 
magnetic cards, using the 
computer’s own keys, | 
and then stored indefinitely. 
Passing the card through 

the computer re-enters 

the program into 

the computer memory. 


With the Olivetti Programma 101 
you can thus change instantly 
from calculating orbits in 

outer space or abstruse 
financial transactions 

to solving everyday problems 
of engineering, statistics, 
insurance, operational 
research, and costing. 





pletely self-contained. ‘Software’ con- 
sists of a library of ready-made pro- 
grams covering mathematical formulae 
and technical, scientific, statistical and 
administrative calculations. Wherever 
calculating machines are inadequate 


or large-scale computers imprac- 
ticable (when teaching computer 
technology, for example), the Olivetti 
Programma 101 is the ideal answer. 
A computer on your desk for £1,680. 


British Olivetti Limited зо Berkeley Square · London W1 
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Linear Programming In 
Management Accounting 


by R. J. DEAM, B.Sc. 


Assistant Manager, Computer Department, B.P. Trading Limited 


HE views expressed in this paper are those of a physical 
scientist, completely unqualified to discuss the subject 
of accountancy, but who in all humility believes that аза 
result of his experience in operational research, he can con- 
tribute something of vital interest to the accountant. But in 
appreciating that the accountant, similar to the scientist, is 


accustomed to clear and precise thinking, the author begs’ 


for latitude where he misuses terms in accountancy. 


It was during the last war that operational research 


became established, when it was applied to problems in 
military combat and in war economy production. However, 
in peacetime, operational research had to await the develop- 
ment in the mid-5os of the electronic computer, capable of 
mammoth calculations, before becoming widely accepted 
in industry and commerce. 

Computers found early application in industrial produc- 
tion, particularly where a large amount of reasonably 
accurate numerical data was available, as in chemicals and 
oil processing where measurements of product quality were 
taken in the laboratory. Since then, the techniques of 
operational research (O.R.) have been applied to almost 
all activities in the process industries. 

The earlier part of the paper discusses the application of 
linear programming (L.P.) – one of the more popular О.К. 
techniques — to a problem of logistics in the oil industry, 
starting with the raw material (crude oil) and ending with 
oil products. As much emphasis is placed on backgrcund 
information to the industry as on the method of analysis 
and the economic basis. 

The latter part of the paper, in analysing the cost data 
provided by the L.P. solution, stresses its financial implica- 
tions, and suggests how such data could be utilized in the 
future in management accounting. (It should perhaps be 
added that the figures quoted throughout this paper are 
purely notional.) 


A problem of logistics 


British Petroleum (2) produce crude oil in some twenty-six 
large oil fields and in numerous smaller fields; (5) control 
a tanker fleet of approximately five million tons carrying 
capacity, consisting of around two hundred vessels company 
owned and over two hundred under charter; (c) operate 
thirty-five oil refineries; and (d) utilize 300 coastal product 
installations. 

However, for the purpose of the present discussion, we 
shall consider a fictitous company operating two crude oil 
fields, two oil refineries, and three seaboard installations, 
for storing products adjacent to the markets. For an 


А paper presented at a meeting of the London and District Society 
of Chartered Accountants in January. Permission for its reproduc- 
tion has been given by the British Petroleum Company Limized. 


integrated oil company this would be a relatively small 
concern with physical assets worth only £50 million or so. 
These operations are shown diagrammatically in Figure 
т below. 


на. 1. 
CRUDE OIL TWO THREE 
FIELDS REFINERIES 


Со 


We shall simplify further and accept that during the 
coming three-monthly production period it is the right 
‘policy’ to deliver fixed defined quantities of only three 
products to each of the installations, let us say: 


— 


Thousand tons Installation 1 Installation 2 Installation 3 











Motor spirit xoo 400 300 
Gas oil 150 150 300 
Fuel oil 300 450 350 

550 1,000 959 








Now, as managers of this company we want to know: 


(а) what quantities of crude oil are delivered to the two 
refineries; 


(5) what quantities of the three products each refinery 
makes from the two crudes; 


(c) what are the quantities of products shipped from the 
two refineries to the three installations. 


This is the type of allocation problem the reader should be 
able to identify in his own industry. As management we 
want the best solution and, because this can only be achieved 
by referring to some economic criterion, we immediately 
consult the accountant. What is this criterion? 


Economic criterion 


We will not discuss company objectives here, since this is a 
subject in its own right. However, accepting the obvious 
that the main function of a company is to make profits, 
let us for our oil company state that we wish to maximize 
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our profits during the quarterly production period, and that 
our profit function takes the simple form: 


 РАЕ-С 
і.е. Profits equals Revenue minus Costs 


where revenue and costs are делпед according to whether 
profit is computed as gross, net or any other basis relevant 
to the chosen overall objective of the company. The exact 
definition will not affect our analysis here. 

Revenue consists of the proceeds arising from the sales 
of the three products at the installations adjacent to the 
markets. But it is our intention to meet the exact sales 
requirements laid down for this quarterly period resorting, 
if necessary, to some product purchases from other oil 
companies. On this basis our sales revenue remains con- 
stant, and to maximize P (profts) we will merely have to 
minimize C (costs). ` - 

As for costs, we exclude cazital from our calculations 
because the coming three-monthly period leaves insufficient 
time for the erection of capital items such as oil tankers, 
refinery processing equipment, and storage facilities at the 
installations. Similarly, we exclude. items such as labour 
and overhead costs at the oil fields, refineries and installa- 
tions because these costs will 5e constant over the three 
months. As an example, the amount of labour employed 
in a refinery will remain constant, or practically so, whether 
the refinery operates at 70 per cent ог at full throughput. 
With the exclusion of fixed ccsts, we are left with variable 
costs only for inclusion in: 1 


(а) cost of crude oil; 

(b) cost of oil transportation by tanker; 

(с) oil refinery costs (electrizizy, water, chemicals, etc.); 

(d) cost of product purchases: . | 

(е) oil taxation (imported motor spirit might be subject 
to 1d or 2d per gallon in higher duty than locally 
produced motor spirit). 


The cost of crude oil at source covers variable costs, such 
as royalties to the host Government, levied at a fixed rate рег 
ton crude; capital expenditure, zlready incurred in explora- 
tion and in developing product:on facilities in the field, is 
omitted. 

'The cost of sea transportation of crude oils from the 
‘fields to the refineries and o? the oil products from the 
refineries to the installations is based on a fixed rate per 
ton-mile, i.e. the cost per ton cil varies with the distance 
covered. A large proportion of the oil will be carried in 
company-owned tankers and in tankers hired under long- 
term charter. But the costs for <his fixed tonnage of shipping 
will be constant over the three months, and the variations 
will come with the more marginal shipments carried in 
vessels chartered for single voyazes. 

Turning to oil processing, each ton of crude processed 
at our first refinery could consume the following utilities: 


Steam .. 500 Ib 
Electricity 30 kWh. 
Cooling water 5,000 gal. 
Furnace fuel .. 003 ton 


and involve an overall fuel corsamption of 0-06 ton as fuel 
oil (or its equivalent), to cover not only fuel for furnace 
firing but fuel for generating s:eam, electricity, etc. This 
fuel consumptior: would be su5tracted from the refinery 
gross fuel oil output to provide the net sales figure, the 
quantity available for export +o the installations in the 
marketing areas. The remaining items of utilities would, 
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on a variable cost basis, show a low cost of only (say) 2s per 
ton crude. Adding (say) 35 per ton for chemicals and catalyst 
consumed in refining, gives a total variable cost at the first 
refinery of 5s per ton crude oil, A comparable cost per ton 
could arise at Refinery 2. 

As for the purchase of a certain proportion of products 
from other oil companies in order to meet our marketing 
commitment, this could be forced upon us, possibly because 
of a shortage of refining capacity. Alternatively, these pur- 
chases could lead to a saving in costs, particularly if the 
purchases took the form of product exchanges; in this 
connection there could be a disproportionately heavy 
market demand for fuel oil, whereas the crude oils provided 
high gasoline yields. 

That we are dealing solely with variable costs consider- 
ably eases our calculations. The functions that represent 
the production and transportation activities, discussed in 
the next section, take a linear form when related to the 
various tons of capacity. Similarly, since we are dealing 
solely with variable costs we end up with a linear equation 
for the cost function (total cost) that has to be minimized. 
In contrast, fixed costs, such as capital charges and over- 
heads, do not give constant costs per ton as the tonnages 
vary, and these costs would not be represented by a linear 
equation. 

All the equations in the next section, which consist of a 
series of terms ху, X — — — x4 are linear. In contrast, non- 
linear equations could, for example, also include the terms 
X4?, Хх. —— — Xn’, and x,3, ха? — ~ xn3, and even higher order 
x's. Accordingly, our mathematics are simplified in that 
we do not have to contend with non-linear equations. 

We now return to our allocation problem, which is to find 
what pattern of oil movements, in tons, provides the lowest 
cost solution for all activities from the crude oil fields to the 
product installations. The method of solving this problem 
by the use of linear programming is now described. 


Economic model — its mathematics 


The cost function to be minimized is a linear equation, 
of the form: 
С=ајху ђак +... dapXp 

where: (а) the a’s consist of variable costs (Д per ton) for 
crude oil, oil refining, and transportation by tanker, and of 
product prices (Д per ton) for outside purchases; and (б) 
the «’s are the unknown oil and capacity tonnages, which 
also appear in a series of linear equations representing 
production and transportation activities. 

Before introducing a little algebra, let us examine Figure 
2, which shows some of the oil movements between the 
various sectors. These аге the x's, the unknown tonnages 
that have to be determined: 

FIG. 2. 









REFINERY Я 
| и 
TS Ф Installation: 
| PRODUCT Installation 
PURCHASES 


ТНЕ 
ЗеЙгетБет 23rd, 1967 


Where: 

х; are the tons of crude oil A shipped to Refinery 1 

хз are the tons of crude oil В shipped to Refinery 1 

ха are the tons of crude oil A shipped to Refinery 2 

X, are the tons of crude oil B shipped to Refinery 2 

хь are the tons of motor spirit shipped from Refinery 1 
to Installation 1 

хв are the tons of motor spirit shipped from Refinery 2 
to Installation 1 

X, are the tons of motor spirit purchased from other 
companies for shipment to Installation 1. 


This diagram illustrates all possible crude oil movements 
(x, to x4), but only three out of a possible twenty-seven 
movements of products. Thus хь, x, and x, above cover 
the movements of motor spirit into Installation 1, but the 
next six (X4 . . . X43) would cover motor spirit movements 
into the other two installations, and a further two sets of 
9 x's would follow the same routes for gas oil and fuel oil. 

We can now describe our system in algebraic form, as 
follows: 


(а) ЇЁ the motor spirit requirement at Installation 1 

is 100,000 tons, then we can write: 
Xg--Xq--X4 = 100,000 

'The combined amount of motor spirit shipped from 
Refineries 1 and 2 to Installation 1 will be a maximum 
of 100,000 tons, depending on the value of x,. If there 
are no outside purchases and х,=0, then the whole 
100,000 tons will be supplied from the two refineries. 


(БШ the crude input capacity of Refinery 1 is т,оос,ооо 
tons per 3 months, then the amount of crude shipped 
for processing to this refinery must be less than, or 
equal to, 1,000,000 tons (no crude stock building 
allowed); and: 


Xy+Xq_<1,000,000, which can be re-written as 
хіх +21 = 1,000,000 
where 21 >20, i.e. 21 is positive ог equal. to zero. If 
the whole refinery capacity is utilized, then z, =o. 


(c) If the maximum production capacity of crude field A 
is 1,500,000 tons, then: 


х; Њха <1,500,000, which can be re-written as 
X1+Xg+Ze = 1,500,000 
where 2, 20. If the field operates at full production, 
then 29:20, 


Each limitation on the system gives rise to a further linear 
equation. Thus to consider oil product movements we have 
nine equations in all, similar to type (a) above and involving 
twenty-seven x’s. For motor spirit supplies we have: 


'To?Installation 1: х; -х; 4-х; =тоо,ооо as in (a) above. 
To Installation 2: ха +х, = X10 —400,000 
TojInstallation 3: ха, 4- X15 +%Х13 =300,000 


where the quantities оп the right-hand side are from the 
table on page 387. Three similar type of nei arise for 
each of the other two products, with x44 . . . Xag for gas oil 
and ха... Ху for fuel oil. 

Duplicates of the type of equations in (б) and (с) above, 
to represent the production limitations of Refinery z and 
crude oil field B respectively, complete the system for the 
factors so far considered, to give: 


2 equations with 4x's and 2 z's (crude oil) 
2 equations with 4 x's and 2-2’s (refinery crude inputs) 
9 equations with 27 x's and no z's (product movements) 


with the same x's appearing in the crude oil refinery equa- 
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tions, so that in tota? we have 13 equations, with 31 x’s 
and 4 z's. 

But, another important factor is refinery yields, let us 
say, of: 











Refinery І Refinery 2 

Yields, Wt per cent Crude A Crude В Crude А Crude B 
Motor spirit (MS) 49 20 30 15 
Gas oil (СО) .. 39 25 25. 20 
Fuel oil (FO) .. 20 45 38 58 

Refinery fuel and 

processing loss ., 10 10 7 7 
100 100 100 тоо 





with the lighter crude A yielding more MS and СО than 
B, and with the second refinery of simpler design than the 
first, because of the absence of cracking equipment to 
convert FO into lighter products. This yield factor will 
add ten equations to the system, with: 


(а) 4 equations relating ху, х,, хз and x, (crude inputs) 
to new x's (Xgg . . . Ху), the zbove yields, and 


(5) 6 equations reconciling the individual product yields 
at the 2 refineries (the new x's excluding the 4 
representing Fuel and Loss) with the product exports 
to the 3 installations. 


In this way we end up with 23 linear equations and 47 x's 
and 4 z's to represent the raw material, refining and trans- 
portation pattern. Our next step is to arrive at values for 
the unknown x's in the above equations which when sub- 
stituted in a linear cost equation, will provide us with a 
minimum cost. 

However, before considering this cost function, let us 
recall some schoolboy algebra, when we were given two 
simultaneous equations of the type: 


x+y =I0 

&—2y- І 
and the problem was to find the values of the unknown x 
and y (answer: x—7 and y —3). We will not describe the 
arithmetic, but we will recall that to obtain a unique solution 
we needed two equztions with two unknowns. With two 
equations but three unknown variables, more than one set 
of answers are possible. 


x+ y+ 2=10 
X—2y+4z= І 


for each value we place on z, we arrive at different value for 
x and y. 
If z ^o, then x =7 and y=3 
If z=1, then x=5 and y=4 
If z—2, then x=3 and y=5 
Similarly, as in the system described above, with less 
equations than unknowns, we would find a multitude of 
ways of operating the system. Theoretically, we could 
determine each set of feasible solutions and substitute each 
set of values for the unknown in our cost equation, in order 
to arrive by trial and error at the best answer, the lowest 
total cost. This though would be quite impracticable ђе- 
cause the number of alternative solutions that would arise 
would be astronomical. This is where the linear program- 
ming technique, requiring a linear cost function, and the 
calculating power of a large electronic computer comes to 
our rescue. But first, a description of the linear cost equation. 
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As an example, if: 


(a) The cost for crude delivered to the refineries (oil field 
cost plus freight, both ол variable cost basis) are: 


Per ton 
+ 
Crude А delivered to Кећпегу 1 6 
Crude В delivered to Refinery 1 7 
Crude A delivered to Fefinery 2 Р 5 
Crude В delivered to Refinery 2 з 4 
(6) The costs of shipping motor spirit are: 
Per ton 
From Refinery 1 to Installation І їз -— I'5 
From Refinery z to Installation x 20 


(c) The cost of purchasing and delivering motor spirit. 


to Refinery 1 is £15 per ton. 
Then the first seven items in the cost equation are: 


С =6х,--7х, + 5x3 Њ4Х4 + 15х54 256 +15Х7 ... 


where x, (the number of tons crude А delivered to Refinery 
1) times £6, is added to x, (number of tons of crude В 
delivered to Refinery 1) times £7, then added to x3... times 
£5 etc. 

In fact this equation in Es entirety will include 35 
items of cost, namely: 


4 crude oil costs per ton 
4 refinery costs per ton crude 


18 freight costs per ton for 
refined products 

9 prices (including freight) for 
purchased products 


b both related to x, to х; 


related to 
X5, Хв... . X30, Xa1 


The 4 28 do not appear since they represent spare pro- 
duction capacities of nil cost (variable cost basis). 

Thus, in view of the algebraic complexity, there are 
myriads of theoretical solutiors available for examination. 
However, the linear programming technique, with the aid 
of the computer, reduces the number of solutions to some- 
thing approaching practicality 46 or so in this case), before 
determining the optimum solttion, which gives values for 
the various x's which minimize our costs. L.P. is in fact a 
repetitive process. Starting w:th one possible solution, it 
moves from solution to solution, each succeeding one giving 
a lower cost, until the best or lowest cost solution is attained. 
At each stage, the process indicates whether the particular 
solution is the best and, if it is not, what changes should be 
made to improve the solution. 

We shall not discuss the L.P. technique further since this 
is fully described in numerous textbooks. However, we 
would like to add that the usual type of logistics problem 
in the oil industry is much more complicated than the above. 
It could easily cover 500 rather than 25 equations and 1,000 
rather than 50 х’. Instead of taree products we could have 
40 different commodities, consisting of 10 to 15 products 
with the major products divided into 5 grades. Instead of 
considering processing capacity in terms of refinery crude 
input, we would have considered the capacities of 5 to 10 
different processing units at the reüneries. Furthermore, 
the question of product qualities was overlooked, whereas 
in practice we could have listed, say, four quality specifi- 
cations for each product. 
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Marginal costing system 


The manner of constructing our equations, of preparing 
data in a form suitable for the computer, of developing 
instructions for the computer (the program), of presenting 
the results in everyday language, and of ensuring that the 
operational pattern laid down in the solution is followed in 
practice, all these are necessary parts of the L.P. technique. 
But these aspects will not be discussed here, because we 
are going to concentrate on the financial implications. 

"Whilst we would agree that we could not have reached 
our answer, of no mean economic importance, without the 
accountant's aid and guidance, this 1s the beginning, not 
the end, of the matter. As a by-product of our calculations, 
we obtain a host of marginal cost data, information of more 
economic value to the firm than the ‘best’ or optimum 
solution. Thus, besides information giving in tons, 
the optimum oil movements, inputs and outputs at the 
refineries, etc., various types of marginal values can be 
abstracted: 


(a) Marginal costs of all products at the installations, e.g. 
the additional cost to the firm of producing and trans- 
porting another ton of motor spirit to Installation 1 
is, say, £10. 

(6) Marginal values of all product specifications, e.g. if 
the octane number, an index of anti-knock quality, 
of motor spirit was raised from 98 to 99, then 2: per 
ton would be added to the cost of motor spirit. 


(c) Marginal value of refinery equipment, e.g. if we had 
another ton of processing capacity in Refinery r, we 
could reduce our overall cost, or increase our profit 
by 45 per ton crude oil. 

(d) Marginal value of crude oil, e.g. if we had another 
ton of crude available at crude source A we could 
reduce our cost by 10s; this also means that we could 
afford to pay 1os per ton more for additional crude 
А, than the existing cost. 


Coupled with this information are the tonnage ranges over 
which these marginal values apply. 

Thus the accountant, conveniently presented with a 
complete and relevant costing system, is able immediately 
to direct and advise operating management into areas of 
increased profitability. Such examples are numerous in our 
industry. Typical are sales requests. Thus, we may have the 
opportunity of selling another 5,000 tons of motor spirit 
to the Army from Installation 1 at {12 per ton; should we 
take the business? Assuming this does not cause a price 
depression, the answer is yes, because the cost per (a) above 
is less, at £10 per ton MS. Or we may consider marketing 
a new grade of motor spirit of higher octane, and wish to 
assess the cost implications. Or a question in supply could 
be: we can, by paying a premium of 5s per ton, obtain an- 
other 50,000 tons of crude À; should we accept the offer? 
Yes, because per (d) above we could afford to pay a higher 
premium of 105 per ton crude. 

In refinery operations, we may find that Refinery 1 can 
be brought back on-stream to restart oil processing four 
days sooner, by working maintenance crews overtime, ТЕ this 
costs an extra £4,000 in maintenance would it be а worth- 
while proposition? Based on а daily capacity of 10,000 tons 
crude, the additional capacity made available would be 
40,000 tons, and per the marginal value of 4s per ton in (c) 
above, this gives a credit of £8,000. As this is double the 
£4,000 debit associated with overtime, accelerated main- 
tenance would be economic. The background here, return- 
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ing to our original example, could be that processing at 
Refinery 1 would, compared with Refinery 2, give rise to 
savings in freight and it paid to utilize Refinery 1 to the 
maximum, even if it increased spare capacity at Refinery 2. 

Although we would develop more elaborate models to 
assess the attractiveness of any new investment project, the 
costing data described here could still provide some pointers 
on future investment potentials. Thus at a refinery with a 
shortage of gasoline-producing facilities, there could be a 
strong economic case for the building of additional catalytic 
reforming capacity. This suggestion could arise because the 
marginal values for reforming capacity were consistently 
high for four successive quarterly periods at around {1 
per ton oil input, in contrast to alternative processes yielding 
high octane gasoline, such as catalytic cracking, which had 
consistently low marginal values of 2s to 4s per ton. 

No longer is each new situation laboriously costed. 
Information providing the answers is immediately availeble 
and in a form relevant to the decision in hand. This should 
be appreciated by accountants, who are fully aware of how 
cost figures are often applied completely out of context. 
Furthermore, the simultaneous integration of the physical 
and the economic are far-reaching, and enables the account- 
ant to make use of this integration, and thereby play an 
enhanced role in technological management. 


Future implications 


So far we have described a technique that as far as my 
company is concerned is established and well tried, rather 
than one with theoretical possibilities. There are other 
possibilities. 

It is a simple matter once an optimum or ‘best’ solution 
has been obtained to program the computer further. Thus, 
given additional information such as revenue estimates and 
estimates of capital and other fixed costs, we could prepare 
target financial statements projected into the future, to 
cover cash flows, profits and losses, etc. Indeed, one of our 
companies already undertakes these projections for budget- 
ing purposes, and the most promising aspect of such analyses 
could be the ability to reconcile the actual with the estimated. 

As accountants you are aware of the type of problem. It 
could be "The estimated gross profit for the quarter was 
£10 million, the actual £8 million, please explain’. The 
stocks, the sale tonnages and prices, the factory output, the 
labour wage rates, etc., all are different. What we wish to 
do is to take each item of difference in turn and assess its 
monetary effect. Anyone who has had such a task will know 
the unsatisfactory nature of that task. Some items are easily 
reconciled as for example, labour. Thus our estimated 
labour force of зоо and wage rate of £200 per man for the 
three months gives an estimated labour bill of £60,900. 
But our actual labour force of 320 and wage rate of {210 
per man, results in an actual labour bill of £67,200. This 
cost increase of £7,200 can be explained by three items: 


(а) Manpower increase of 20 men: (320—300) 





at £200/man 4,000 

(b) Increase of £10/man in wage rate: 300 at 
£(210—200) рег man | 3,000 

(c) Interaction of manpower and wage increases: 
(320—300) at £(210— 200) per man 200 
£7,200 
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Most other factors can only be reconciled in a comparison 
of actuals and estimates by correctly using the marginal cost 
data derived from our computer solution, which also pro- 
vided the basis for the original estimates. Some appreciation 
of this fact can be gathered from the following example. 

Let us assume that the original costs at source of crude 
oils A and B are £4 and £3 per ton respectively, and that 
in our solutions the marginal values are ros per ton and 
zero respectively. 

Now let us assume further that the actual usage during 
the period differed from the estimate (computer solution) 
by -4-10,000 tons for crude А and by — 10,000 tons for 
crude B, to give a net increase in crude oil cost of: 


Crude Tonnage Variable Cost 
oil change cost per ton change 
| + £ 
A + 10,000 4 +40,000 
B — 10,000 3 — 30,000 
+ £10,000 





But this substitution of crude oils increases our profit. 
This is because the computer solution has indicated that 
the more expensive crude A is worth 10s a ton more to us 
than its cost (Le. £475 versus Дао), whereas with the 
cheaper crude B, value and cost ccincide at £3-0 per ton. 
If an extra ton of crude А is processed our profit increases 
by ros, but the processing of an extra ton of crude B 
involves no change in profit. 

In fact, based on these marginal values, the substitution 
of 10,000 tons crude А for 10,000 tons crude B increases 
the profit for the period by £5,000, thus: 





Tonnage Marginal 
change value per ton 
£ 
Crude A + 10,000 105 5,000 
Crude В — 10,000 Nil — 
£5,000 








Crude A's value advantage could arise from a number 
of causes. Possibly it could be expressed as savings in 
freights, because its oil field was nearer to the refineries than 
crude B’s. Or, perhaps, it could be a yield advantage, in 
that it gave more of some particular product, let us say, 
gas oil, with a relatively high market demand that the 
refineries found difficult to meet. 

Item by item, treated in this way will give a valid and 
meaningful reconciliation of the total difference. Reconcilia- 
tion is, of course, not an end in itself but a prerequisite for 
relevance, accountability, control and accurate planning. 
Again, we see how the simultaneous appreciation of the 
physical and economic situation diversifies the accountant’s 
role. 


Conclusion 


Outside his profession the accountant has traditionally 
appeared as the historian, but this paper has endeavoured to 
illustrate how this image changes when the accountant co- 
operates with the technologist. Furthermore, if the account- 
ant also accepts the paper as indicating a significant new 
role for him in corporate planning, both short- and long- 
term, then the author feels he has achieved his objective. 
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Non-Statutory Reports on Accounts 


A Scottish Institute Research Paper 


This paper was prepared То: and accepted by the Research and Publications 
Committee of The Institute o* Chartered Accountants of Scotland. It deals 
with remits and reports in cases where work, not required Бу statute, has 
been carried out on accounts. and has been made available for publication 
with the intention of provokiag thought, discussion and action on the matter. 


NE of the basic functions cf the accountant in practice 

is that of reporter, and this remains true notwith- 
standing all the developments that have taken place in the 
accountant’s sphere in the last decade. Reports on accounts, 
which form the backbone of almost all professional practices, 
fall broadly into two categories: 


(1) reports in terms of іле Ninth Schedule to the 
Compares Act 1948 (and now section 14 of the 
Compares Act 1967) эл company accounts; and 


(2) reports on accounts of other forms of business. 


It is appreciated that reports are also required - though 
normally less frequently – іг connection with mergers, 
reconstructions, loans, etc., but they are not the subject of 
this paper, which concerns itself with the second group 
above. 

This particular area of resorting seems to be the 
Cinderella of the accounting world, as there is a dearth of 
any really helpful published material available. Further, 
when the subject is broached in conversation dogmatic 
statements are cften made which discourage useful dis- 
cussion. This position contrasts greatly with the field of 
reports on company accounts, where there is a wide range 
of material available for any interested investigator. It is 
difficult to understand why there should be this apparent 
difference in attitude towards the two parts of the same 
field. 

Whatever may be the reason, however, it is the firm con- 
viction of the Committee that all forms of accounts for 
which practising accountants ere in апу way responsible 
should be reported upon by them. Inevitably, if they are to 
be of any value, the content cf these reports must be per- 
tinent and reliable. 


Use of reports 


Before examining the position, it is necessary to believe 
that the reports under consideration are of value and to 
ensure that a problem exists in relation to them, otherwise 
the exercise is academic and of no practical benefit. It may 
seem strange to question the value of reporting, but it is 
obvious from the attitude of some accountants that they 
have real doubts. It is relevant, therefore, to state the 
benefits of adequate reporting: 


(т) Broadly, reliable reports are helpful to non-active 
proprietors and to third parties. While it is true that 
non-active proprietors are more interested in limited 
‘liability companies than ir. other forms of association, 


the Finance Act 1965 and the Companies Act 1967 wil 
probably give an impetus to non-corporate associations 
in future. The third parties mainly comprise the 
. Inland Revenue, actual or prospective creditors 
(principally banks) and possible purchasers in a sale. 


(2) Negotiations with the Inland Revenue are easier if 
reliable accounts with reliable reports are submitted. 


(3) Negotiations with banks are more fruitful where 
accounts, adequately reported upon, are submitted 
as part of the case. Too often such negotiations fail 
merely because banks are given basic information 
which is insufficient and too badly presented to enable 
them to judge in favour of the applicants. 


(4) Accounts can nearly always play an important part 
in fixing the price on the sale of a business. Unless, 
however, the accounts are thought to be reliable, the 
results disclosed tend to be discounted to some extent. 

` Ап adequate certificate has obvious advantages. (In 
this connection it is apparent that there is a widespread 
misunderstanding of the function of accountants. 
Advertisements frequently state ‘audited accounts 
available’, but examination of the reports reveals 
that the accounts, although prepared by a firm -of 
accountants, have not been audited. This may not be 
the direct responsibility of accountants, but it happens 
so often as to suggest that they tacitly concur or are 
not interested.) 


In addition to these advantages, which arise directly 
from the reports themselves, the knowledge that accounts 
are to be adequately reported upon will encourage the 
maintenance of reliable records. 

It would appear obvious, therefore, that reporting can 
play an important part in making easier the day-to-day 
problems of a business. At this point, however, it is neces- 
sary to sound a note of warning. Reporters must constantly 
remember that the usefulness of their reports can extend to 
a variety of persons and, in consequence, extreme care 
must be taken so as to frame reports not to mislead any one 
of chem. To do otherwise would be to court disaster. 


Research inquiry 


If it is accepted that the reports can be of value it is reason- 
able to examine the content of such reports and to consider 
whether they perform their function. As part of the research 
undertaken in the preparation of this paper various firms 
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of chartered accountants in Scotland, of different sizes and 
in different geographical locations, were invited to give ех- 
amples of the types of reports used in various circumstances. 
From an examination of the replies received to the inquiry 
and from other evidence collected from a broader field, it 
is clear that practice varies considerably. A commentary on 


the replies and some examples of reports in use are given at. 


Appendix 1. | 

In relation to businesses where proper books of account 
are stated to exist the following types of ‘reports’ have been 
found to be used: 


(т) Signature only – no report. 


(2) Statement that accounts have been prepared, but no 
opinion expressed, 


(3) Certificate framed in major respects in the form pre- 
scribed by the ‘Ninth Schedule to the Companies 
Act 1948, qualified as necessary. 


(4) Accounts ‘certified correct’. (In one case where this 
form of certificate was used, it subsequently transpired 
that stock was estimated and that the cash balance was 
ascertained after adjusting a substantial cash differ- 
ence.) 


Presented with these varying types of report in relation 
to what appears to be the same kind of situation, it is hardly 
surprising that confusion arises. The lavman often reads 
into them far more than he should and, therefore, places 
more reliance on them than he ought to do. Conversely, 
others (mainly accountants and bankers) are put on their 
guard, but are unable to judge what weight should be given 
to their doubts. The reports themselves often suggest that 
the accounts are of little value, other than as vehicles for 
agreeing taxation liabilities. A further point brought out in 
the answers to the inquiry is that, in some instances, a form 
of report once adopted is not subject to regular review, or if 
reviewed is reviewed very infrequently. Even a good report 
requires reconsideration in relation to each set of accounts 
concerned: the need for thought about an uninformative or 
potentially misleading form of report is that much greater. 

The available evidence suggests that, in general, account- 
. ants are reluctant to define іп non-statutory reports the 
extent to which the books and records have been examined 
and to express an opinion on the accounts in the light of the 
examination carried out. In short, the objectives are very 
limited. Surely this presents an unsatisfactory state of 
affairs and one to which a responsible profession ought to 
devote some attention. 


Need for a remit 


It is often helpful to examine the background against which 
situations arise, as the true nature of a problem may well 
only be found there. The agency which frequently brings 
accountants and clients together 1s taxation. Sometimes it 18 
particular taxation legislation, such as that introduced by 
the Finance Áct 1941, when farmers were brought within 
the net of Schedule D, Case I, for the first time. At cther 
times it is a feeling that too much hard-earned income is 
being paid away. In any event, the nature of the introduction 
can form an uneasy original relationship, which can only be 
overcome by the education of the client so that he may 
understand and make use of the potential offered by the 
accountancy profession. Unless this educational process 
starts almost from the first meeting it is difficult — if not 
impossible — to develop a satisfactory type of relationship 
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later. It is wise, therefore, то define as precisely as possible 
the nature and scope of the remit, having first made sure 
that the client understands the difference between ‘auditing’. 
and ‘preparation of accounts’. The terms of the remit 
should be communicated to the client in writing, taking as 
much paper as is required to deal with the matter fully. This 
procedure is no more than is suggested in standard works 
on auditing, but it is one that appears to be honoured more 
in the breach than in the observance. It is admitted that 
phrasing a satisfactory form of remit is not easy, but this 
dozs not mean that the task should be shirked. Further, it is 
impossible, and indeed dangerous, to think in terms of a 
standard form because circumstances will vary from case to 
case. It is for this reason that an all-embracing form of remit 
is not given in this paper. Instead the guiding principles to 
be observed in framing a remit, together with an example of 
remit relating to a specific case, are given at Appendix 2. 

А remit, of course, is not a static thing: it will require to 
be revised from time to time as circumstances change. The 
changes should also be ccmmunicated to the client in 
writing. Periodically it may be wise — if not essential — to 
re-write the whole remit, kut this is not wasted time because 
it enables the client and the accountant to re-establish their 
relationship, and it is in tae development of personal rela- 
tionships with individual clients that so much of the satis- 
faction arises in professior.al practice. 

By his preparation of г remit the accountant’s work in 
relation to a set of accounts is given definition, and this 
enables a programme to be drawn up to take account of all 
his responsibilities. The atmosphere has thus been made 
business-like and this is conducive to good work. It still re- 
mains, however, to report on the accounts and to ensure 
that the report has meaning. 


The report ; 


The idea that a good repcrt must of necessity be short 
seems to have become а generally accepted view within the 
accountancy profession. It is submitted that this, as an 
absolute statement, must be wrong. If a report, for the sake 
of brevity, is kept so short as to be incapable of being com- 
plete it cannot be a good report, no matter how neat it may 
appear in type or in print. À good report is one which states 
clearly all that is necessary in as few words as possible. 
That, of course, is quite a different thing and in absolute 
length it may be quite long. 

Even by increasing the ‘permitted’ length of a report, 
however, there are still practical difficulties in presentation. 
The main difficulty centres around the question of context 
or orientation. If a report is to convey an accurate message 
it must be considered in context, and it is for this reason 
that many of the best reports devote a great deal of space to 
background and definition. The context in the case of ге- 
ports of the type under ccnsideration is the remit under 
which the reporting accountant is working. In the case of 
reports in terms of the Companies Acts 1948 and 1967 the 
limits and scope of the aicitor’s field of responsibility are 
defined, even if widely, by the Acts themselves. In short, 
the relevant sections of the Acts provide the auditor with 
his remit; furthermore, in each report he is required to 
refer to the terms of his remit, This seems to be a perfectly 
acceptable procedure in cases governed by the Companies 
Acts: why, therefore, should it not be acceptable in other 
cases? 

If this procedure were to.find general acceptance and to 
be put into practice, it would be open to any interested party 
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to inquire into the scope of the remit: the client would 
obviously have the responsikility for deciding whether to 
comply with the request in ary particular case. In practice, 
persons who normally received copies of the accounts would 
be provided with a copy of tke remit, including, of course, 
any amendments. 

Examples of types of repo-ts envisaged for use in con- 
junction with specific remits are given at Appendix 3. 


Conclusion 


The Committee is of the opinion that an unsatisfactory 
position exists and, indeed, has been disclosed by the in- 
quiry, in relation to reports on accounts other than those 
required by statute and similar instruments. It must lie 
with the organized branches of the accountancy profession 
to give a lead in finding solutions to such problems. This, 
however, cannot be done by edict, but only by giving their 
members opportunities to discuss such questions and letting 
opinion and standards develop. It would be surprising if the 
suggestions made in.this paper were to appeal to everyone: 
it would be disappointing, however, if everyone concerned 
in the problem were not interested in finding a solution. At 
a time when considerable advances in accounting techniques 
are being made, it would be a pity if it were forgotten that 
the achievements of the accountancy profession in the past 
have been built cn a general acceptance of basic standards. 
It is believed that the suggestions offered in this paper are 
based on these standards. 


APPENDIX 1 
Research inquiry | 


т. A questionnaire was sent to a sample of firms of 
chartered accountants in Scotland inquiring into their re- 
porting methods for commercial or industrial clients: 


(2) where an audit (not required by statute) had been 
carried out and, if the client had been a limited com- 
pany, a report as required by section 162 of the 
Companies Act 1948 would have been given without 
reservation ; 


(6) where a degree of certainty about the truth and fairness 
of the financial position had been established similar 
to that in (a) above but an audit (in the strictest sense 
of the term) had not been carried out; and 


(c) where the accounts audited or prepared had been 
based on incomplete records. 


2. Reporting practices for other non-limited company 
clients, which did not fall within the three classes men- 
tioned above, were subjected to similar inquiry. 


3. Replies were received from thirty firms, of which 
twenty-three were in Glasgow, Edinburgh and Aberdeen, 
and the remainder widely distributed between Inverness 
in the north and the Borders їп the south. 


4. The answers in cases (а), (b) and (c) above have been 
classified as ‘helpful’, ‘neutral’. ‘potentially misleading’ and 
‘dependent’. The allocation into these groups is entirely 
subjective and it is possible that opinions might differ as 
to the classification. The criter:a used are as follows: 


(i) ‘helpful’ — where sufficiert has been said in the report 
to allow a reader to make up his mind whether an 
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audit has been carried out and whether as a result the 
reporter has been enabled to form an opinion on the 
accuracy or otherwise of the accounts concerned; 


(1) ‘neutral’ — where the source of the information 
contained in the accounts is stated but the reader is 
unable to make up his mind as to what process the 
reporter has subjected it to or as to the reporter’s 
opinion of the information presented; 


(ii) ‘potentially misleading’ — where what is stated is of 
such a nature that it might mislead the reader, who 
could form an opinion either that something has been 
done by the reporter which had not, in fact, been 
done, or that the reporter held an opinion about the 
information which he, in fact, did not hold; and 


(iv) ‘dependent’ — where the form of report was stated to 
be dependent upon the type of work undertaken, upon 
the reliance which the reporter was prepared to place 
on the information which he had examined and upon 
similar criteria, and no definite form of wording was 
mentioned. 


5. The question was asked whether a regular review of the 
wording of reports was carried out and, although this was 
not specifically answered in all cases, details are given of the 
information gleaned from the replies to the question. 


6. Types of Report Given 
helge тер betel depen- gone TOTAL 
for category (a) 12 6 I 7 I 27 
for category (Б) ІІ 9 I 7 2 30 
for category (c) 9 13 о 6 2 30 
Frequency of Review 
regular infrequent none TOTAL 
for category (a) 6 2 5 13 
for category (D) 5 3 7 15 
for category (с) 9 2 9 29 


7. As might have been expected, the tendency towards 
‘neutrality’ in reporting varies inversely with the degree 
of reliance to be placed upon the figures concerned. 


8. Examples are given of reports which have been taken 
as falling into the first three groups mentioned above: 

(i) helpful ~—‘We have examined the books and 
other records of the business of...... 
TUR and have prepared therefrom 
the foregoing accounts. In our opinion 
the profit and loss account presents 
the true result of the working of the 
business for the year ended 

. and the balance sheet shows a 
correct state of affairs as at that date, 
according to the books and to all the 
information and explanations supplied 
to us. 


‘We have examined the books of .. 
асака for the year ended ........ 
... and have prepared the above 
balance sheet and annexed trading 
and profit and loss accounts which 
we certify to be correctly stated in 
accordance with the books, records, 
valuations and information supplied.' 


i 
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There's more to а merger than high finance! 


Chesham do far more than plan mergers. 

We originate the ideas that make new 
mergers possible. We understand industrial 
problems because we know industry 

and because we come from industry. 

As the largest, independent merger 
specialists in Great Britain and Europe, 
Chesham apply their experience to the entire 
complex of problems and possibilities that 
mergers involve. We match the whole 
structure of a company, financial, commercial, 
industrial—and personal—with the 

most suitable partner, In this 

our service is uniquely comprehensive. 

Your Clients can discuss any ideas they 
may have with one of our directors in 
complete confidence. They will be under 
no obligation and we probably know 
the very people they have in mind 

and could pave the way for a friendly 
deal. We will, of course, meet 

your own professional fees arising 
from any business you initiate. 
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This is how Equity & Law are 
advising the public to seek professional 
| advice about life assurance. 





When you find that something’s come down 
it may well provide food for thought. 


Especially if it’s a price. But here’s a After a reduction of rates like this 
whole range of prices that have come by a thoroughly sound, old-established, 
down. The new rates of premium for many life company, don’t be surprised if he 
Equity & Law policies really are worth answers your question unhesitatingly 
thinking about. If you happen to be in three simple words... Equity & Law. 


rates could well offer a distinct advantage | |; , : 

to you. But don’t take our word forit. ^ E Q UITY ?) LAW 
Ask your insurance broker or other: . { 
г professional adviser on business matters. . SPECIALISTS IN LIFE ASSURANCE 1844 








Equity & Law Life Assurance Society Limited, 20, Lincoln’s Ion Fields, London W.C. 2, Branches throughout the United Kingdom 
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Gi) neutral ~ ‘Prepared from the books of ........ (2) Whether, in our opinion, the books of account are 
.... and from additional information adequate in relation to the nature of the transactions 
supplied by him. and the size of your business. 
"We have prepared the above balance : : - ; . 
eetas ae рана and relative (3) Whether, in our opinion, in so far as it has been 


profit and loss account for the year 
ended that date, from an examination 
of the books and records kept by . 
паша and from information sup- 
plied by them.’ 
(ш) potentially | 
misleading – ‘Audited and found correct.’ 
g. The reporting practices for other non-limited com- 
pany clients showed a pattern generally similar to that given 
above. 


APPENDIX 2 


A. Guiding principles to be observed in 
forming a remit 

Define the extent of the services to be rendered, e.g. pre- 
paring and reporting on the accounts, taxation work, 
management services, etc. 

1. In relation to the accounts, books and records: 

(а) State whether the accounts are to be prepared or 
examined. 

(b) State whether the adequacy of the books and records 
is to be reported upon in relation to the nature of the 
transactions and the size of the business. 

(c) Define the extent of the examination: 

(i) in relation to day-to-day transactions and, 
(ii) in relation to the verification of assets and liabili- 
ties. | 
This could be stated either as а full audit subject 
to specific limitations, or as certain specific audit pro- 


cedures, or as none. The method to be adopted would : 


depend on the extent of responsibility undertaken. 


(d) State whether an opinion is to be expressed on the 
accounts by reference to the extent of the examina- 
tion. 


2. In relation to other matters: 


The scope of other work would require to be defined, 
but this matter is outwith the objectives of this paper. 


B. Form of remit referring to specific case 


[The case concerns a garage proprietor with three em- 
ployees, and it is stressed that it has been prepared only as 
an example, not as a suggestion as to the work to be done in 
such a case.] 


‘DEAR Sir, 

‘We confirm having received instructions from you to 
act as your accountants and in relation to your taxation 
affairs generally, including the conduct of negotiations 
with the Inland Revenue. 

“We shall prepare accounts annually in respect of each 
financial year ending on December 31st and shall report 
on the following matters: 

(1) That we have prepared the balance sheet and profit 
arid loss account from the books and other records 
and such other explanations as we shall have re- 
quired. . ` 


us. 


formed from our limited examination of the books 
and records, the balance sheet and profit and loss 
account give a t-ue and fair view of the state of 
affairs of the bus:ness and the profit or loss for the 
year under review. 


"The examination of the records to be carried out by 
us will be limited in extent to the following: 

(x) Books of original entry (i.e. cash-book, petty cash- 
book, wages book, purchases and sales day books). 
Carrying out such test checking of the trans- 

actions as we deem appropriate to form an opinion 

as to the general -eliability of the records on which 

the accounts being reported upon have been based. 


(2) Verification of assets and liabilities. 

(1) We shall ver:fy: 
(а) T'he existence of all cash and bank balances. 
(b) The existence of all vehicles. 
(c) Loans to the business. 

(ii) We shall carry out such test checking as we 
deem appropriate to form an opinion as to the 
accuracy of the following in the accounts: 


(а) Debtors. 
(6) Creditors. other than loans. 
(c) Plant, machinery and furniture. 
(iii) We shall have no responsibility with regard to: 
(a) Stock, other than to check the arithmetical 
accuracy of the stock sheets and the 
existence of motor vehicles. 
(b) Work in progress. 
(c) Heritable property. 
_ ‘Assuming that you zgree that our instructions are as 
stated in this letter, you should sign the enclosed dupli- 
cate copy and return it to us. | 


“We also enclose а form of mandate addressed to Н.М. 
Inspector of Taxes which you should sign and return to 


Yours faithfully, 


APPENDIX 3 


Examples of forms of reports 


A. This report deals with a case where an audit, limited 
in extent, has been carried out. 
‘Report for year езага............ 

‘We have examined the books and records of 
EAT to the limited extent indicated in our 
remit dated ............ and report as follows: 

(т) We have prepared the foregoing balance sheet 
and profit and loss account from the books and 
other records and from such explanations as we 
have required. | 

(2) In our opinion, adequate books of account have 
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been maintained in order to record the trans- 
actions of the business. 

(3) In our cpinion, so far as it has been formed from 
our limited examination of the books and the 
records. the foregoing balance sheet and profit 
and loss account give a true and fair view of the 
state of affairs as at and of the 
profit for the year ended on that date.’ 


ey 


B. This report deals with a case where accounts have been 
prepared from the books and records, but no responsibility 
has been accepted. for them. 


THE 
ACCOUNTANT 


September 23rd, 1967 


‘Report for year ended ............ 


‘We have prepared the foregoing balance sheet and 
profit and loss account from the books and other re- 
cords and from such explanations as we have required, 
but without verification.’ 


NOTE 


I: should be emphasized that nothing contained in a 
rerit should be construed by accountants as constraining 
then to accept anything in the accounts which they know 
to 5e wrong. This, of course, does not vary the present 
practice. 





Taxation 


Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’ 





Minister of Labour v. Morgan 


In the High Court of Justice (Queen’s Bench Division) – 
April 2oth, 1967 

(Before THE Lorp Cuter Justice (Lord PARKER OF 
WADDINGTON), Mr Justice WIDGERY and 

Mr Justice О'Сомкок) 


Selective employment tax — Refund — Private sub-post office — 
Two women employees — Clerical work, handling of money – 
Whether engaged in non-qualifying activities — Offices, Shops 
and Railway Premises Act 1963, section І — Selective Employ- 
ment Payments Act 1966, sections 2, то. 


The taxpayer had a private sub-post office where he em- 
ployed two ladies, and their work consisted of the usual 
activities of a post office except that there were no telegraph 
facilities for the public. The activities included the selling 
of stamps, postal and money orders, savings stamps and in- 
surance stamps, <he dealing with savings bank deposits and 
pensions, and the issuing of licences. They formed the work 
of more than half the persons employed in the office. The tax- 
payer paid selective employment tax in respect of the two 
employees. The sub-post office was an establishment engaged 
by way of business wholly in postal services, so as to be 
under -minimum list heading 707, ‘Postal, Services and 
Telecommunications’ in order XIX in the Standard 
Industrial Classification. 

The taxpayer applied for a refund of tax under section 2 


of zhe Selective Employment Payments Act 1966, and the 
Industrial Tribunal decided in his favour. 


eld: he was not entitled to a refund because all the work 
of zhe two employees was clerical work and the handling of 
mcney within section 1 (2) of the Offices, Shops and 
Railway Premises Act 1963, and was therefore carried on 
for office purposes within section 10 (1) of the 1966 Act, 
and thus were non-qualifying activities within that section. 


Anson v. Hill 


In the High Court of Justice (Chancery Division) ~ 
Jay той, 1967 


(Bzfore Mr Justice UNcozp-THomas) 


Income Тах – Builder and decorator — Receipts shown in 
accounts taken from summary of work done - Did not include 
fuel amounts in work done book — Capital reconciliation state- 
ment ~ Whether increase due to betting winnings ~ Fee for 
stctement of case paid late — Whether appeal competent ~ 
Inzome Tax Act 1952, section 64 (3). 


The taxpayer carried on business as a builder and 
decorator, and submitted accounts for the basic periods of 
his business relevant to 1946—47 to 1953-54. The receipts 
in the accounts were taken from the taxpayer’s summary of 
wark done, but they did not include the full amounts shown 
in the work done book. The Inspector of Taxes made a 
computation of the omitted receipts, and the computation 
was adjusted in response to a contention by the accountants. 

The Inspector then prepared a capital reconciliation 
statement, and this showed a capital increase for some years. 
Tre taxpayer contended that the increase was to be accoun- 
ted for by betting winnings. The Inspector accepted this 
ccntention to the extent of about £19,500. The taxpayer 
appealed to the General Commissioners, who decided that, 
wile the taxpayer’s reasonable living expenses for 1949-50, 
1с52-53 and 1953—54 could be accounted for by betting 
winnings, the deficiencies of income for those years could 
not be accounted for, and should be regarded as profits of 
the business. 

The taxpayer immediately declared his dissatisfaction 
wth the General Commissioners’ decision, and duly re- 
quired them to state a case, but did not pay the fee required 


7 September 23rd, 1967 
by section 64 (3) of the Income Tax Act 1952, until more 
than three years later. The General Commissioners never- 
theless stated a case, and the Revenue took no objection 
thereto. 

Held: (т) the Court could deal with the case on its merits; 
(2) the General Commissioners’ decision could not be dis- 
turbed. 


Riley v. Coglan | 


In the High Court of Justice (Chancery Division) — 

July 14th, 1967 

(Before Mr Justice UNGoED- THOMAS) 

Income Тах ~ Employments ~ Football player — Signing-on 
fee — Contractual receipt — Whether reasonable — Income Tax 
Act 1952, section 157, Schedule 9, paragraph І - Finance 
Act 1956, section 10, Schedule 2, paragraph т. 


The taxpayer entered into an agreement with a rugby 
football club on April 16th, 1960, and became entitled to 
‘match payments’ of varying amounts according to whether 
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his side won; drew ог lost. The document recording the 
agreement was in printed form, and at the end was an 
additional clause providing for the payment to the tax- 
payer of /тоо on signing the form and £400 after taking up. 
permanent residence in York; and in consideration of these 


'payments the taxpayer agreed to serve the club for the re- 


mainder of his football career. In certain circumstances a 
proportionate part of the £500 was repayable to the club. 
The bye-laws of the Rugby Football League provided that 
a player, who relinquished his amateur status, was permitted 
to receive a signing-on fee from the club with which he was 
first registered as a professional player. 

The taxpayer was assessed under Schedule E in an 
amount which included the £500. On appeal to the General 
Commissioners they decided that the {500 was not in- 
cludable in his assessment, because it was compensation 
for his relinquishment of (1) his liberty to refuse to play 


for the club during the remainder of his football career; (2) 


his liberty to occupy or manage licensed premises; (3) his 
amateur status. 


Held: the £500 was a sum to which the taxpayer became 
entitled by contract, and it was therefore properly included 
in the assessment. 





Finance and 
Commerce 





Shillings and pence 


HE accounts of Peerless Built-in Furniture Ltd im- 

mediately caught the eye through the inclusion of 
shillings and pence in the figures throughout the accounts, 
including the directors’ report. То the reader accustomed to 
seeing company accounts not only to the nearest £ but 
increasingly (where substantial companies are concerned) 
to the nearest £1,000, the glimpse of shillings and pence 
was something like switching on the television at random 
and seeing an old and well-remembered fiim. 

But there is more than shillings and pence to these 
particular accounts, which are dated September Ist, 1967, 
but refer to the financial year to December 31st, 1966. At 
the beginning of last July shareholders were told’ that the 
report and accounts for 1966 had been delayed ‘due to 


irregularities by a former member of the accounting staff’. 
The company’s auditors, Peat, Marwick, Mitchell & Co, 
it was added, had been asked to investigate the position 
and, from the preliminary figures available, it seemed that 
the profit for the year would be insufficient for ordinary 
shareholders to receive a dividend. 

On August 18th a preliminary profit statement was issued 
reporting profits at £2,275 pretax against £50,834, with 
final net earnings at [957 against £33,342. There was in 
fact no dividend, compared with 114 per cent for the рге- 
vious year. 


Defalcations 


At this point it may be stated that nowhere in the accounts 
does the net profit figure reported in the preliminary state- 
ment appear. The old-style double-sided profit and loss 
account and profit and loss appropriation account which is 
still being used leaves the reader to do the obvious arith- 
metic. 

Regretting to have to report the fall in profits, the passing 
of the dividend and the delay in presenting the accounts, 
the chairman has to tell a sad human story that ‘the previous 
secretary of the company, on his own admission, having 
got into considerable financial difficulties, falsified the 
company’s accounts during 1966 and obtained moneys to 
which he was not entitled’. ` 

At the beginning of last March, immediately before the 
attendance of the auditors, ‘in an endeavour to conceal 
these defalcations, he destroyed some of the principal 


‘account books of the company and other records’. This 


entailed the reconstruction of the books from the other 
records available from the beginning of 1966 and investiga- 
tions into discrepancies which were brought to light. As a 
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result, 1966 profits have been reduced by approximately з. т M = ® 
£3,500 coverinz the defalcations and additional accountancy ее Sot x Ж. 
costs involved. | ч 8 2 8 a 5 
The accounts, it may be stated, were delayed exactly z RIS 2 5 
three months, The 1965 accounts were dated June 2nd, © oA "о р ч 
which is not exactly prompt accounting for а company o of á за мае ја 
this particular shape and size. ; " в В ag 5 18 
TM х5 
Decision оп prices ggg: Фока . 
Obviously there was more to the profit fall than the £3,500 939 5 5 
in question. In his statement with the accounts last year, a> : = ' È 
the chairman anticipated lower profits in the first half of 585 25 "Em 
= H + v WT va on 
1966 but looked for an improvement in the second half. 3:37 кая: 2 
The position, however, worsened materially and by last 553 was 4 ue 
October shareholders were told that some reduction in 585: $33 t | б 
sales coupled with further increases in costs had substan- RER 5 5:55 p 2 
tially absorbed profit margins. The Government's July 5555 RIS E згр 
(1966) measures, the board stated, left little prospect for БЕЗЕ E gee Я 232p 
improvement in the second half-year. FEHR Зб б ФЕ 254 
The chairman now states that the company, having held d uuo "ETXPTLL: pig 
its prices for a number of years, decided still to maintain зё 32 2 5 Б 9388 $ 9 
those prices in expectation of being able to increase turn- TEHE d S$ Eggs 
over. But early in July (1966) it became apparent, due to | А 2355 3828 н SII 
critical shortage of labour, and in spite of overtime working | m «2s52382 255 А Ет 
of a seven-day week, that this expectation would not ђе E 85:52 S YE $ 
achieved. The decision was taken to increase prices from 2 | xe = 26 40509 
the beginning of September but along came the ‘price 2 T ? 
freeze’, and the company had no option but to maintain | & 24 8 8 |= SERSEIS 5 
unremunerative prices for the rest of the year. E EE а RS 59498 8 
In the case of what the company calls its "packaged | 5 5 7 ы 
units’, the year's problem was to increase production rather | œ + 
than to obtain work. On the other hand, there was a severe | 25 
drop in demand for ‘de-luxe installations’ and surplus zr 
capacity on this side could not be employed to assist the | $ # . 
other materially in thé short term. | а БЕК М : А = n 
| 59] . s ele 5 [в 
Next year = 4 2 = М 5 5 
Due to the company’s inability to accumulate stock, а ware- Ш &l sg oo ороо mone | a 
house — taken at the end of 1965 failed to achieve its | @ 4 оо olor vons | 8 
purpose whilst adding greatly to expenses. It did, however, | Ш ч 88 е[ве вех] Я 
enable sufficient space to be gained at the factory for space- | ^ gs вё 5855 J 
saving reorganization there and the separate warehouse is бая PM ЕЗ 
now по longer needed. The lease which expired at the end $::m 1: ЕЕЕ З 
of August 1967 has not been renewed. 5 $ = 
This year, modifications to some ranges of products апа i$ Tren = 
the introduction of an entirely new range of kitchen units ә ой 5 
‘have helped margins. But introducing these modifications 785: s pode А 
and ranges has slowed up production during the running of з = 8 = 
initial batches. With costs still rising, it is considered doubt- д S'c “ђе s 
ful whether the first half of this year showed any improve- zg 8b. 8 a Е 
ul DEJE. E з 
ment on last year. There are hopes of better second-half n SENS 55 Б 
conditions (as there were last year), but the chairman fears it ae E> 30 | 38 E 
*may well be next year before the measures we have taken 9d offs: " gee cy 5 
really bear fruit’. «975353. 3 Eee .5 E 
Having obviously reorganized production and works 43526: „4 Brig 1 F 
space, the directors may consider that it is time for re- E ALT ET E SES е 
organizing the presentation of the accounts. For a company 4555 oF iz ESETA е 
which has а good name for the production of modern ш 592883 gs 2 Ëg? š 
specialized furniture, the form of account presentation is ge 3788 $$ eesses ш 5 
almost archaic. I< On 29944 oF 
It has to be admitted, though, that the inclusion of x Ceci is m Е 
shillings and pence gives the accounts an antique reproduc- а 855 |Е 883 IR 5 Б 
tion look which might fit the image of some other furniture еч gee 8 са CIS $ 








company – but not this one. i 
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СЇТҮ МОТЕ5 


NTICIPATION of still further attempts by the 
Government to provide financial incentive for new 
industrial development, and suggestions of still heavier 
taxation at the top end of the income scale, have combined 
to keep the equity sections of the stock-market inflationary- 
minded. This is so despite the continuing evidence of an 
entirely inadequate balance of payments position this year. 
In fact one of the main forces in the equity markets is the 
very point of persistent balance of payment problems. The 
view is inevitably taken that if reflation is to be the order 
of the day then, against the present balance of payments 
background, the result must be inflation soon, and yet 
another sterling crisis later. 

It is noticeable that on any temporary setback in prices, 
the institutions come into the equity market as buyers. 
Heavy two-way turnover has seen institutional buyers 
coming out on top so far as eventual influence on prices is 
concerned. Recovery, and then improvement, in a market 
subjected to quite sizeable profit-taking is better evidence of 
underlying strength than a frantic rise with one-way buying 
business accentuating the effect of a shortage of shares. 

Of late, the two-way business has been particularly 
heavy and for the first time for some months the institutions 
have been able to deal relatively freely. 


* * * * 


HE new issue market is getting back to spasmodic 

life. This week's offer of shares in the Ladbroke Group 
was an out-of-the-ordinary exercise and equity issues, 
although likely to be a shade more plentiful than they have 
been so far this year, will take second place to industrial 
loan stock and gilt-edged market operations. Distillers’ £30 
million loan stock issue and the Australian Government's 
£14 million issue are expected to be the forerunners of a 
number of operations in these two borrowing sectors. 


Irstitutional loan stock holdings, which were beginning to 
get top heavy at one time, have been adjusted through 
enlargement of equity portfolios. Loan stock issues should 
attract fair support. 


ж * “ж ж 


LTHOUGH the Monopolies Commission's veto of the 

United Drapery-Montague Burton merger may have 
been well received in the Yorkshire wool textile industry, 
the Commission’s decision, to judge by the report, turned 
more on the matter of retail trade competition than it did 
on the possibly harmful effect on the Yorkshire trade of 
too much cloth-buying power under one control. Basically 
the Commission’s view appeared to be that there was no 
justifiable reason for the merger at all. Right from the start 
this ill-fated operation seemed, to some, to be a marriage of 
convenience more than anything else. Naturally, the interest 
from now on will be to see how Montague Burton performs 
independently. | 


ж * * * 


EORGANIZATION of the E. D. Sassoon banking 

company, with the Crown Agents taking a 4o per cent 
stake in the concern, came about partly by one of those 
flights of fortune that sometimes bring apparently unlikely 
partners together. The Crown Agents were looking for a 
merchant bank, through which to channel some of the 
services performed for some eighty Commonwealth and 
other Governments, just at the time that Mr Ralph Yablon,. 
having taken an interest in Sassoon, was with Sassoon’s 
chairman Major Desmond FitzGerald, looking around. for 
new partners. Even so the Crown Agents and Sassoons, in 
the shape of Mr Yablon, got together by luck rather than 
intention. The other new partner in Sassoons is a subsidiary 
of Continental Illinois National Bank and Trust of Chicago. 
The new combination should prove a strong one. 


RATES AND PRICES 


Closing prices, Tuesday, Sepzember 191й, 1967 


Tax Reserve Certificates: Companies 32% (24/6/67); 21% surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate · : 
Jan. 3,1963 .. 4% July 14, 1966 .. = 7% 
Feb. 27, 1964... 5% Јап..26, 1967 .. .. 6%% 
Моу. 23, 1964 7% Мат. 16, 1967.. 6% 
Јале 3, 1965 6% Мау 4, 1967 .. 54% 
Treasury Bills 
July 14 .. £5 6s 10-23d% Aug. 18 .. £5 5s 10°85d% 
jJuly2r .. 5 Gs 10°79d% Aug.25 .. £5 55 9'96d9, 
July28 .. £5 6s 10°69d% бері, т .. £5 ss 9'564% 
Aug.4 .. £5 6s 10°62d% Sept.8 .. £5 55 949d% 
Aug. хг .. £5 6s 10°56d% Sept. 16 .. £s ss 9'264% 
Money Rates 
Day to day 33-54% Bank Bills 
7 days .. .. 32-53% 2 months 55-50% 
Fine Trade Bills 3 months зі еў 
3 months 63-7% 4 months sist% 
‚4 months 64-74% 6 months 541-5895 
6 months 62-74% "ri 


Foreign Exchanges 


New York 2734 Frankfurt iriaf 
Montreal .. 2°99 57 Milan 1735 
Amsterdam хо'ог Oslo 19'91% 
Brussels 138°13¢ Paris 13°65 de 
Copenhagen 19'29¢ Zürich . 12:09 
Gilt-edged 
Consols 4% = s8% Funding 6% 1993 .. 892 
Corsols 24% сы 36% Savings 3% 60-70. . 9of 
Corversion 34% n sit Savings 3% 65-75.. 77-85 
Conversion 5% 1971 95% Treasury 64% 1976 тооф 
Conversion 54% 1974 93% ‘Treasury 34% 77-80 76% 
Сопуегзїоп 6% 1972 98# Treasury 34% 79-81 72% 
Funding 34% 99-04 57% Treasury 5% 86—89 79% 
Funding 4% 60-90 97% Treasury 54% 08-12 81% 
Funding 5195, 78-80 88 ‚ Treasury 23% е 36% 
Fundiüg 52% “82-84. 88i  ; Victory 4%.. ME 96 d 
Funditig 54% "84-91 “86% WarLoan3i96  .. 524 
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Correspondence 


Kid-glove Treatment of Losses 


Sir, — In 1964 the Prime Minister promised us purposeful 
and gritty government. In a ruthlessly competitive world 
he projected a vision of unparalleled technological advance. 
We were to have steady economic growth without increase in 
taxation. After three years there have been more purposeful 
and gritty words and little action. Тће vision of unparalleled 
technological advance is merely a dream. Instead of a steady 
economic growth, there has been a steady growth in taxation 
and unemployment. 

It is not the purpose of this letter to review the economic 
situation or to criticize the present Government for its 
errors of omission and commission. То be fair, there has 
been a considerable amount of social and tax legislation 
which in the long run may change attitudes and prove 
beneficial. My purpose is to question the philosophy of the 
treatment of losses in tax law and to show that a change in 
that direction might herald a new era of efficiency and 
increased productivity which has seemed elusive up to now. 

I think it would be true to say that nowhere in the world 
are business losses more molly-coddled than in Britain. 
There are provisions in tax law to carry forward losses for 
an indefinite period; to subvent payments from profit- 
making to loss-making companies in the group; to set off 
the losses against profits of group companies. There аге 
further provisions for setting off losses against profits of 
preceding accounting period and for terminal loss relief. 
Given this catalogue of reliefs for losses, it is no small 
wonder that tax losses are treated with callousness and 
indifference in some quarters. We even get a ridiculous 
situation where a company which has made tax losses can 
be sold at a price under certain conditions — and the larger 
the loss the higher the selling price. 

The philosophy of the present tax law is that the incidence 
of tax must fall on the business which is able to bear the 
burden, and hence the greater the profits the higher the 
amount of tax payable. At first sight this sounds fair enough 
and even fits into the socialist thinking. But in the context 
of the present economic situation where productivity, 
efficiency and incentives are all important, it is silly to tax 
profits at high rates and let the losses go scot free. The fiscal 
system penalizes initiative and discourages the efficient 
and the vigorous; and while not exactly encouraging the 
inefficient, it does nothing to root them out. 

· What then are the solutions to the problem? So long as 
we keep ‘profits’ as the tax base, it seems imperative that 
some action should be taken against losses. Taxing the 
losses on the same lines as the profits seems sensible. If this’ 
is unacceptable, at least the various reliefs for losses should 
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be withdrawn and losses should be allowed to be carried 
forward for a limited period of, say, three years only. 

Perhaps the best solution would be to abandon the con- 
cept of ‘profits’ being the tax base and rethink in terms of a 
value added tax. And in the unlikely event of its not achiev- 
ing the desired purpose, at least the Général will think of us 
as good Europeans. 

Yours faithfully, 
D. К. MISTRY, B.A., B.COM., LL.M.(LOND.), A.C.A. 
London W2. 


What are we doing on this Blasted 
Heath? 


Str,-I am indebted to Mr Greener for his comments 
(August 26th issue), on my article in the issue of August 
12th, but I shall not put my stuffed owl away. It is too 
potent a plaything as Mr Greener’s letter shows. It provokes 
argument. 

In reply may I first say that I am not an accuser of the 
profession but a sympathizer. The great variety of possibili- 
ties in accounting is one.of its pleasures, but in my article 
I was trying to defend the profession against some of the 
salvoes of economists ; and unless accounts are prepared on a 
consistent basis between firms, some of the aggregations 
made therefrom for econometric purposes will be invalid. 
(Mr Greener's subjective valuation of his apple tree could 
cause enormous difficulties.) 

Secondly, I do not scoff at those who attempt to find a 
value for separate assets in a balance sheet. My objection is 
to extrapolating from them a figure of capital which can be 
used for calculating a return on investment - if, for instance, 
assets such as land and buildings are valued at historical 
cost and goodwill is omittec altogether (as it frequently is). 
In such a case traditional accounting might show, as a 
return of то per cent on capital, a profit figure which could 
be bettered, if the whole business were sold and the pro- 
ceeds invested in the Post Office Savings Bank. If, however, 
the business as a whole were to be sold in this manner the 
sum received might well be a function of prospective 
income. 

Mr Greener’s point about Blogg's Bank is also provoca- 
tive. I would not sell my deposit for £83. I would withdraw 
my account from Bloggs and invest in its rival, but vis-à-vis 
an investment of {roo in the rival my account at Bloggs · 
Bank would be worth £83. Further, an account with a bank . 
being a debt and repayable at par in cash, represents a 
very different problem from valuing an asset such as plant. 
or goodwill which is far more susceptible to the 'stream of 
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income’ approach. This only serves to show that it is not 
necessarily valid to combine varied valuations of that kind 
in a single figure called ‘capital’. | 

І do not say that double entry is old and therefore bad. 
I merely suggest that it is misused. Its survival alone does 
not suggest that it is good. You might like to consider in this 
respect prostitution or income tax. 
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In similar vein instead of galloping off in all directions 
ore could, like Tennyson’s brook, go on for ever; but 
perhaps it all boils down to a problem of definition. 


Yours faithfully, 
ROBERT WALTERS. 
Bishopston, Bristol 7. 








Reviews 





A Guide to Computer Input Preparation 
by Davin SHIRLEY. 
Business Publications Ltd, London. 215. 


However efficient the central processor in a computing . 


system may be, that system’s overall efficiency will be 
vitally affected by the methods and equipment used to 
capture and feed into the computer the data upon which it 
is going to work. This data preparation stage is still the one 
area where the accuracy and speed of the system is depen- 
dent upon human beings. 

In this book there are some fifty-six pages of information 
arranged in ten chapters which cover all aspects of data 
preparation and transmission. Written in non-technical 
language which can be readily understood by those with 
little acquaintance with computers, each chapter deals 
briefly with the problems of the ‘particular area being 
covered. There are also examples of the way in which 
various organizations are dealing with those problems and a 
comprehensive review of equipment that is available, 
including capacities and prices. | 

Directors, managers, and others who are concerned in 
any way with the preparation of data for a computer system 
will find this book a useful survey of the present trends of 
thought on the subject, and of the hardware that they can 
use. 


Auditing Methods 
by CHARLES LAWRENCE. 
Wadsworth Publishing Co Inc., Belmont, California. 16s. 


'This is a book on philosophies rather than on practice, 
seeking to establish the objectives of the audit at all its 
stages. Its author teaches at Michigan State University 


and relates his various references to concepts to the im- . 


portant and acknowledged statements by the American 
Institute of Certified Public Accountants. 

The book starts with the auditor’s opinions and reports 
and stresses the value to the proféssion and to its clients of 
the independence of its members. It examines objectives, 


materially and sampling, and underlines the need for this 
to be scientific. Then techniques are discussed, naturally 
leading into an examination of working papers. There are 
short discussions of the internal control questionnaire and 
ckapters dealing with assets and liability examination. 

However, the pivot of the book is the lengthy discussion 
of inventory examination and the audit of stocks. Here the 
'I.C.Q.' approach is excellent in settling the form of the 
subsequent audit tests, including the application of statis- 
tical techniques. For these pages alone, the book is well 
worth reading and testing against the work of one’s own 
office. | 


SHORTER NOTICES 


THe Law or Contract, Second edition by б. Н. Treitel, 

B.C.L., M.A., Stevens & Sons Ltd. 77s 6d Hardback, 

38s 6d Paperback. This work by a reader in law at 

Oxford is primarily designed to explain the basic principles 

of the law within the context of current commercial practice. 

It illustrates excellently the best type of academic instruction : 
of an essentially practical subject. For readers familiar with ` 
the first edition published in 196r, the new edition contains 

additional material in a number of chapters, case material - 
has been brought up to date, and the author has amended 

extensively the text throughout. - | 


FORWARD EXCHANGE, SPECULATION, AND THE INTER- 
NATIONAL FLow ОЕ CAPITAL, by Herbert С. Grubel. 
Stanford University Press, California; London, Oxford 
University Press. 525 net. This is both an empirical study 
and piece of theoretical research by а professional 
economist. He seeks to develop a systematic model of 
fo-ward exchange determination and then tests it against 
the evidence of post-war experience using quotations from 
the foreign exchange markets of London, New York, Paris 
and Frankfurt, and Ottawa. It is essentially a study for the 
specialist in this field. 


RECENT PUBLICATIONS 


FINANCIAL ACCOUNTING Concepts, by James Н. Rossell and 
William W. Frasure. xit 532 pp. оў X 6. 785 net. Charles E. 
Merrill Books Inc., Columbus, Ohio; London: Prentice- 
Hall International. ; 

Кзү то Corporation Tax, Finance BILL 1967 edition, by 
Percy Е. Hughes апа Т. L. A. Graham, F.c.a. 272 рр. 
84 X5$. 25s net. Taxation Publishing Company Ltd, ' 
London. 

Tse Вила or ExcHANGz Аст 1882, by Sir М. D. Chalmers, 
K.C.B., С.5.1., eighteenth edition, revised by Е. В. Ryder, 
LL.B., F.I.B., incorporating THe CHEQUES Аст 1957. xii +89 
pp. 9 X 54. 225 6d net. Waterlow & Sons Ltd, London. 


These books may be. obtained from, or through, Gee & Co 
(Pablishers) ‘Ltd, The City Library, 151 Strand, London WC2.. 
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PROFESSIONAL NOTICES. 


Messrs бопр, WEAVER & Co, 
Chartered Accountants, of Coventry, 
announce that Mr Epwarp WILLIAM 
BUCKWORTH, A.C.A., was admitted as a 
partner on September rst, 1967. 


Messrs Накмоор BANNER & Co, 
-Chartered: Accountants, formerly of 
9 Great George Street, Bristol 1, and 
‘Messrs Е, Р. Гкасн & Co, Chartered 
Accountants, of 2 Queens Avenue, 
Bristol 8, anriounce that they are now 
carrying on their practices in associa- 
tion with each other at 2 Queens 
Avenue, Bristol8. 


Messrs HUMPHREYS,. BUSHELL бс 
Co, Chartered Accountants, of 2 
Wrentham Avenue, London NWio, 
and Messrs BANTING & Co, Chartered 
Accountants, of Equity House, 42 
Central Square, High Road, Wembley, 
Middlesex, announce the amalgama- 
tion of their practices from September 
29th, 1967. The partners of the new 
firm, under the style of BANTING, 
BusHELL & Co, will be Mr L. W. 
GIBBS, F.C.A., Mr J. A. JONES, B.SC., 
Е.С.А., Мг E. А. Davies, Е.С.А., Mr 
E. С. Носнеѕ, A.C.A., and Mr P. J. 
RICHARDS, F.C.A., and they will practise 
from Equity House, 42 Central Square, 
High Road, Wembley, Middlesex. 
Telephone o1-903 2831/2. 

Messrs HUMPHREYS, BusHELL & 
Co, Chartered Accountants, announce 
that Mr J. R. D. BUSHELL, F.c.a., will 
retire from the partnership on 
September 29th, 1967, but will con- 
tinue to be available in a consultative 
capacity. 

Messrs OGDEN, HusBERD, DAVIE, 
PansoNs & Co, Chartered Account- 
ants, announce that as from September 
25th, 1967 they are combining their 
London offices at Park House, 16 
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Finsbury Circus, London EC2 (Tele- 
phone 628 o371). As from the same 
date the name of the firm will be 
shortened to OcpEN, Parsons & Co. 


Mr Комар B. OGDEN, Е.С.А., 
announces that as from September 
25th, 1967 his address will be Park 
House, 16 Finsbury Circus, London 
EC2. 


Messrs Оузктом, SALT & Co, Char- 
tered Accountants, of City Centre 
House, 30 Union Street, Birmingham 
2, announce with regret the death of 
Mr В. Т. SALT, Е.С.А., on September 
gth, 1967. The firm will continue to 
practise under the same name and 
from the same address. 


Messrs CHARLES S. SHaw & Sons 
and NETTLE, SHaw & Co, Chartered 
Accountants, of London Assurance 
House, 36 Bennetts Hill, Birmingham 
2, and 11 Priory Terrace, Leamington 
Spa, announce that Mr PAUL STEWART 
WADDY, A.C.A., became a partner in 
both firms on September ist, 1967. 


SOUTH WALES AND 
MONMOUTHSHIRE SOCIETY OF 
CHARTERED ACCOUNTANTS 


А full and varied programme of 
meetings has been arranged by the 
South Wales and Monmouthshire 
Society of Chartered Accountants for 
the 1967-68 session. The opening 
meeting will take place at 7 p.m. next 
Thursday evening, at the Dragon 
Hotel, Swansea, when Mr C. H. 
Hutchison, С.В.Е., Е.С.1.5., will speak 
on ‘The Betterment Levy’. 

Other meetings have been arranged 
as follows: 


October 19th: “The horrors of section 
77, Finance Act 1965, or How I 
learned to stop worrying about 
shortfalls and live with paragraph 
11 Schedule 18, Finance Act 1965’, 
by Mr Halmer Hudson, Е.С.А., 
Dragon Hotel, Swansea, at 7 p.m. 


October 26th: A visit to the Computer 
Bureau Service, Wroughton Place, 
Ely, Cardiff at 7 p.m. 


November 23rd: ‘Accounting for 
inflation’ by Mr R. Brough, B.com., 
A.A.C.C.A., Dragon Hotel, Swansea, 
at 7 p.m. 


November 23rd: ‘Corporation tax — 
obtaining clearances in respect of 
shortfalls’, at 3 p.m. and then, 
following a short break, ‘Capital 
gains tax — problems relating to 
investments’, by Mr К. 5. 
Carmichael, Е.С.А., at 5.30 p.m., 
Royal Hotel, Carciff. 

December 5th: А visit to the computer 

; of the: Swansea Corporation :at 
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= p.m., in the Guildhall, Swansea. 

Dezember r4th: An informal meeting 
with members of the local Asso- 
ciation of H.M. Inspectors of 
Taxes, at 7 p.m., in the Angel 
Hotel, Cardiff. 

January 1818, 1968: "The conse- 
quences of the Companies Act on 
the small practitioner’, by Mr 
у. В. Anderson, F.C.A., M.B.I.M., 
Dragon Hotel, Swansea, at 7 p.m. 

February 22nd: ‘Current taxation 
problems’, by Mr K. S. Carmichael, 
F.C.4., Dragon Hotel, Swansea, at 
п p.m. 

February 23rd: Annual dinner in the 
City Hall, Сага. 

March 14th: A visit to the Welsh 
Hospital Board Computer Centre 
at 6.30 p.m. at Velindre Road, 
Whitchurch, Cardiff. 

March 22nd: ‘Investment grants’ by 
Mr J. М. G. Lynch, M.B.E., 
Dragon Hotel, Swansea, at 7 p.m. 

Atril хућ: "Ihe capital gains tax 
Drovisions relating to unquoted 
сотрапіез” by Mr Eric C. Meade, 
7.c.A., Dragon Hotel, Swansea, at 
7 p.m. 


NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


Residential Course 


A week-end residential course pri- 
marily on auditing matters for mem- 
bers of the Northern Society of 
Chartered Accountants is to be held 
at The Percy Arms Hotel, Otterburn, 
from October 6th to oth. The follow- 
ing papers are to be given: 

“The organization of a practitioner's 
office.’ 

‘P-oper books of account — should 
these include accounts for manage- 
ment? 

'Internal control and auditing pro- 
grammes.’ 

‘Planning an effective audit (with 
special reference to the smaller 
business).’ 

Members attending the course will 
also эе asked to give consideration to a 
case study prepared by the Institute. 

On October gth the first luncheon 
of the Society’s winter session will take 
place at the County Hotel, Neville 
Street, Newcastle. 


Tyneside Discussion Group 


The first meeting of the winter session 
of the Tyneside Discussion Group 
will be held on October 24th when the 
film ‘Your obedient servant’ will be 
shown. The venue will be the Union 


‚ Club, Westgate Road, Newcastle. 
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CHARTERED ACCOUNTANTS’ 
HOCKEY CLUB 


Annual General Meeting 


The annual general meeting of the 
Chartered Accountants’ Hockey Club 
will be held at the Surbiton Hockey 
Club ground on Thursday, September 
28th, starting at about 8 p.m., following 
a match with the Articled Clerks. 


` BROMLEY AND SE. LONDON 
DISCUSSION GROUP 


The Bromley and South-east London 
Discussion Group of the London and 
District Society of Chartered Account- 
ants opens its 1967-68 programme on 
October oth, when Mr У. Р. Smith, 
Н.М. Inspector of Taxes, will lead a 
discussion on ‘Practical points arising 
out of back duty and investigations’. 
Further meetings will be held as 
follows: 


November 9th: A joint meeting with 
the Bromley and District Society 
of Certified Accountants at which 
a talk will be given by Mr John 
Cope, А.С.А., on “The commercial 
difficulties and advantages arising 
from entry into the Common 
Market’. 


` December rrth: Mr L. S. Davis, of 
the Board of Trade, will address 
the Group on ‘Investment grants’, 


January rrth 1968: A general dis- 
cussion on 'Future plans for the 
profession'. 


February r2th: A general discussion 
on "The Companies Act 1967’. 


March 14th: An open forum at which 
members will be invited to speak 
on various subjects of general 
interest. 


April 8th: lt is proposed that this 
meeting will be devoted to various 
problems encountered in industry 
and commerce. 


April 25th: Joint dinner and dance 
with the Bromley & District 
Society of Certified Accountants 
at the New Inn, Hayes, Kent. 


May 9th: Annual meeting. 


All these meetings, other than the 
dinner, will commence at 8 p.m. and 
will be held at The New Hackwood 
Hotel, Widmore Road, Bromley. 

The secretary of the Group is Mr 
J. А. Risby, A.C.A., хаћ Floor, St 
Alphage House, 2-Fore Street, London 
ЕС2. Telephone National 9711. 
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THE INSTITUTE OF 
INTERNAL AUDITORS. 


London Chapter 


‘Economics in stockholding’ will be 
the subject of an address to be given 
by Mr D. W. Bicheno, B.SC., A.R.I.C., 
M.I.W.S., M.LP., production director, 
Vitamins Ltd, at the first meeting of 
the 1967-68 session of the London 
Chapter of The Institute of Internal 
Auditors on September 27th at 6 p.m. 
at the Russell Hotel, Russell Square, 
London УСт. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


Members' Library 

The Librarian reports that among the 

books and papers acquired by the Institute 

їп recent weeks by purchase and gifts are 
the following: 

Accounting Systems: design and in- 

` stallation; by J. B. Heckert and Н. D. 
Kerrigan: third edition. 1967. 
(Ronald Press, 96s.) 

Advanced Public Accounting Practice; 
by Mary E. Murphy. Homewood, 
Illinois. 1966. (Richard D. Irwin, 
67s 6d.) 


-Compulsory Purchase and Compensa- 


tion; by D. M. Lawrance with a 
section. on Betterment Levy by 
W. G. Nutley: fourth edition. 1967. 
(Estates Gazette, 525 6d.) 

The Computer in Auditing - the Use 
of Test Data; by G. Wohl and M. 
D’Angelico. Homewood, Illinois. 
1966. (Richard D. Irwin, 215.) 

Corporation Тах; by К. S. Carmichael, 
Е.С.А. 1966. Supplement [1967]. 
(HFL, presented, 25s and 3s.) 

Cost Accounting: analysis and control; 
by G. Shillinglaw: revised edition. 
Homewood, Illinois. 1967. (Irwin, 
705.) 

The Critical Path network analysis 
applied to building; by C. B. 
Per E 1967. (George Godwin, 
455. 

Directory of Opportunities for Grad- 
uates 1967; edited by C. Labovitch. 
1966. (Cornmarket Press, 425.) 

Directory of Opportunities for 
Qualified and Experienced Men 
1967/68; (edited by С. Labovitch). 
1967. (Cornmarket Press, presented, 
2 guineas). 

Economics: an introductory analysis; 
by P. A. Samuelson: seventh edition. 
xvn York. 1967. (McGraw-Hill, 
745. 

Equity Issues and the London Capital 
Market; by A. J. Merrett, M. Howe 
and G. D. Newbould. 1967. (Long- 
mans, 42s.) 

Financial Analysis to Guide Capital 

' Expenditure Decisions: Research 
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Report No. 43. (National Association 
of Accountants). New York. 1967. 
(N.A.A., presented, $2.50). _ 

Handbook of Business Mathematics; by. 
W. В. Minrath: second edition. 
Princeton, New Jersey. 1967. (Van 
Nostrand, 802.) 

How Business Economists Forecast; 
edited by W. F. Butler and R. A. 
Kavesh. Englewood Cliffs, New 
Jersey. 1966. (Prentice-Hall, 128s.) ' 

Industrial Law; by H. Samuels: 
seventh edition. 1967. (Pitman, 355) 

An Introduction to Evidence; by G. D 
Nokes: fourth edition. 1967. (Sweet 
& Maxwell, 775 ба.) 

An Ihtroduction to Statistical Cori- 
cepts and Estimation of Dollar 
- Values. (American Institute of Certi- 
fied Public Accountants). Vol. I 
(with supplement). New York. 1967. 
. (A.L.C.P.A., presented, $6.25). 

The Land Commission Act 1967; by 
D. P. Kerrigan and I. A. Macdonald. 
1967. (Butterworths, 853.) 

Long Range Planning; by E. Dale. 
1967. (British Institute of Manage- 
ment, 155.) 

Principles of Cost Accountancy; by 
C. I. Buyers and G. A. Holmes, 
РСА: third edition. St Albans. 
1967. (Donnington Press, 355.) 

The Professional Manager; by D. 
McGregor: edited by Caroline 
McGregor and W. б. Bennis. New 
York. 1967. (McGraw-Hill, 57s.) 

Techniques of Financial Analysis; 
edited by E. A. Helfert. Homewood, 
Illinois. 1963. (Richard D. Irwin, 
305.) 

The Use of Computers in Business 
Organizations; by F. G. Withington. 
Reading, Massachusetts. 1966. 
(Addison-Wesley, 64s.) 

What to Include in Company Accounts 
Now; by А. С. Touche, Е.С.А. 1967. 
(Butterworths, тоз.) 


BRITISH COMPUTER SOCIETY 
Computer Courses 


The British Computer Society, in 
conjunction with the National Com- 
puting Centre, has now issued its 
1967 list of computer courses. 

Entitled Computer Courses 1967, the 
booklet lists 400 courses at about one 
hundred and thirty different institu- 
tions, ranging from higher degrees in 
computation science through first 
degrees to a wide range of sandwich 
and vocational courses. Each course is 
analysed under four different heads, 
covering type of course, entry quali- 
fications, qualifications awarded and 
curriculum. 

In addition, there are articles on 
choosing a computer course ~ neces- · 
sary because some ‘shopping around’ . 
із required to. get value for money 
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ENTIRE 
OFFICE 
BUILDING 


APPROX. 3,700 sq. гт. 
ON | 
PROMINENT 
CORNER 
SITE 


JUST OFF ST JAMES’S SQUARE 


TO LET 
OR 
MIGHT SELL FREEHOLD 


SOLE AGENTS 


EDWARD FRDMAN 


& CO. 
6 GROSVENOR ST, LONDON W1 
01-629 8191 
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Past performance is 
the best guide to 
futureprospects. Only 


the W.&G. Equity 
Policy benefits from 


an established 
Equity portfolio 


Other insurance policies offer life cover and high bonuses 
from Equity investments: only the W. & G.’s Equity 
Policy backs this up with the proven record of an existing 
Equity portfolio. The W. & G.’s investment in Equities, 
which started in 1954, has shown a continuously higher 
yield than the overall investment: and this record is the 
most reliable guide to the profitability of the Equity 
Policy in the future. All premiums paid, and interest 
earned, are invested solely in Equities: and the basic life 
assurance is absolutely guaranteed—as too are all dec- 
Jared bonuses—and there can be no Joss of capital. 
Other advantages? Unified control by a single manage- 
ment—availability of income tax relief on premiums— 


` as the law stands, freedom from capital gains tax— 


payment of premiums by monthly Banker’s Order, 
without extra charge. Full details of the course of the 
portfolio, and of premium rates, are contained in the 
new Equity Policy leaflet, Write now for your copy. 
Commission of 30/- per £100 sum assured will be paid to 
accountants, when the first year premium has been 
received, to coverlall costs incurred by them. 


WESLEYAN & GENERAL 
ASSURANCE EOS IY 
Colmore Circus, Ringw: 

BIRMING. HAM, 4. Tel: 3 21-236-7894 
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Trustees and Executors | 


Capital Issues 


FOUNDERS COURT, 
LOTHBURY, 
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The Institute of Taxation 


President: GEORGE WHILLANS, F.L.B. 


~ Vice-Presidents: GORDON А. HOSKING, r.r.4. 
JAMES C. SHARP, T.D., G.A. 
EDGAR T. SHEPHERD, Е.О.А. 

STANLEY A. SPOFFORTH, ғ.с.А., F.C.1.8. 


Secretary: А. А. ARNOLD, е.с13. 





Membership of the Institute is open only to applicants who have passed the examinations . 
conducted by The Institute of Taxation. 


Fellows and Associates receive: a textbook, annotated copies of Finance Аеш, half-yearly 
Digests of Tax Cases and monthly circulars on special taxation subjects. 


Those who are not qualified for membership may subscribe to a scheme under which they 
receive all the publications except the monthly circulars. 


Examinations for Fellowship and Associateship are held in May апа October each year. 
Copies of past Associateship Examination papers, with suggested answers, are available at 


5s each post free. . 
_ Full е тау Бе бере from: 
THE SECRETARY . 
THE INSTITUTE OF TAXATION, CLIREORDS INN, LONDON EC4 
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from a commercially run course – and 
on the increasingly active role played 
by the National Computing Centre 
in computer education. 

Copies of the publication are ob- 
tainable from The British Computer 
Society, 23 Dorset Square, London 
NWhn, price 7s 6d post free. 


Manchester and District Branch 


“The impact of computers on various 
aspects of industrial апа scientific 
activity’ is the theme of the 1967-68 
programme of meetings of the Man- 
chester and District Branch of the 
British Computer Society. Speakers 
have been engaged to give addresses 
ranging from the impact of computers 
on information retrieval to the impact 
of computers on trade unions. 

The Branch’s next meeting in the 
series will be on October 18th at 6.30 
p.m. at the Renold Building, Univer- 
sity of Manchester Institute of Тесћ- 
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nology, when Mr Andrew Muir, of the 
management science division, John 
Hoskyns & Co Ltd, will speak on 
“The impact of computers on business 
mathematics’, 

Further particulars regarding future 
meetings and the activities of the 
Branch are available from the secre- 
tary, Mr Michael W. Hall, 40 Oakfield 
Road, Poynton, Stockport, Cheshire. 


COURSES FOR MANAGEMENT 


During October, November and De- 
cember a series of one-day courses 
dealing with costing and assessment of 
training costs, discounted cash flow, 
financial aspects of matketing and of 
transport among other subjects is to 
take place in London as follows: 

‘How to cost and evaluate training’: 
October xrth and December 6th (to 
be repeated in Manchester on Octo- 
ber 25th). 
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*D.C.F. in practice’: November 14th 
(to be repeated in Manchester on 
November 21st). 

*Financial aspects of marketing’: No- 
vember 2214. 

‘Financial aspects of transport and 
distribution’: November. 23rd. 
Further particulars of these and 

other courses are obtainable from Dr 

J. M. S. Risk, B.cOM., PH.D., С.А., 

F.C.W.A., JDIP.M.A, Р.О. Box 40, 

Amersham, Bucks. 


ECONOMIC CONDITIONS 
OVERSEAS 


Two further booklets in the 1966-67 
series dealing with economic conditions 
in member and associated countries 
of the Organization for Economic 
Co-operation апа Development have 
recenty been issued covering Spain 
and Turkey. Copies of the booklets 
are obtainable from H.M. Stationery 


Office, price 5s each. 


The Association of Certified and 
Corporate Accountants 


Results of Examinations held in June 1967 


SECTION Ш 


` (in order of merit) 
First Place: Whitley, J., Urmston 
Second Place: Aikulola, A. О,, London 
Third Place: Otudeko, A. O., Leeds 
Fourth Place: Tinker, А. M., London 
Fifth Place: Flack, B. B. L., London 


; McDiarmid, С. Е., West Drayton 
Sixth Р laced oo K. J., Dublin 


(In alphabetical order) 


Abisuga, С. A., London 
"Adegbuyi, D. O., London 
NN J. A., "Glasgow 


Adjei, A. ue Birmingham 
Afilaka, M. O., London 
Agbamu, J. M. A., Walsall 


J 
Agrawal, G. R., London 
Agyei, G., Glasgow 
Aikulola, A. O., London 
Airhiaybere, P. ЈЕ. А., Birmingham 
Ajayi, J. M., Lond on 
Akinwande, 3. A., London 
Akpan, S. E. London 
Alwammoa-Berkoh, F. K., , Leeds 
Alexander, C. M., Oxford 
Alexander, R. B., "London 
Allen, D. R., Croydon 
Ali-Argungu, M., Leeds 
Alleyne, А., London 
Alcock, A. G., Maidenhead 
Alford, K. C., Cardiff 
Allmond, A. R., Spalding 
Amadasun, Т. O., London 
Amatt, P., Oldham 


Amissah, M., London 
Amponsah, С. А., Slough 
Annan, S. O., London 

Ansell, J. M., Sutton Coldfield 
Antwi, D. G. K., London 
Anyisia, C., London 
Appiah-Twum, Y., London 
Arentsen, B. D., Cardiff 
Armogum, G. V., Tondon 
Asare, EM. ЈА. A, "London 
Ashaye, О. А., Tlford 

Ара, б. P., London 
Awua-Kyerematen, F., London 


Baah, S. K., Leeds 

Babalola, S. O., Leeds 
Bagnall, E. O., Bilbao 
Bailey, R. A., Cheltenham 
Baillie, P. B., Belvedere 
Banire, M. А., London 
Banks, D. L., Ruislip 
Barker, J. E. F., Upper Tean 
Barrett, E., London 

Barrett, F. P., Osterley 


Baxter, M. D., Hadfield 
Beagler, A. E., Wembley 
Beejay, K. D., London 

Berry, M. R. E., Taverham 
Biga, F. Y., Birmingham 

Boadi Mensah, I., London 
Bond, D. K., Huddersfield 
Bond, R., Ashton-under-Lyne 
Broadtent, D. C., Mexborough 
Brock, J. S., Wednesbury 
Brookes, А. M., Mitcham 
Brophr, E. P., Dublin 

Brown, D. J., Manchester 
Burden, C. L., Paignton 
Burns, R., Manchester 

Butler, R. R., Barking 

Byrne, Mrs А. M., Maidenhead 


Cahill, J. K., London 
Campbell, Mrs M. H., Newton Mearns 
Capell. В. A., Rotherham 
Caudwell, D., Lincoln 
Chapman, I. R., Norwich 
Charalambous, Y., London 
Chellingworth, J. А., Llandudno 
Child, R. S., Carshalton 
Chuku, I., London 

Clappison, P. E., Hull 

Clark, А. H., London 

Clark, А. В. M., Chesham 
Clark, M. G., Wolverhampton 
Clarke, R. M., Bakewell 

Cobb, R. N., Quae 

Collier, G. ў, 

СоШпз, б. G., Stafford Coldfield 
Collins, W. J., ' Maidstone 
Comer, G. D., Bath 

Condell, L. W., London 

Cook, G., New Alresford 
Cotter, У. R., London 
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Cowlin, В. Е., Maghull 

Coyle, Е., Dudley 

Crawford, I., Manchester 
Crown, S. M., London 

Curry, J. C., Ewell 

Curson, Н. G., Sutton Coldfield 


Dada, Mrs P. O., London 
Dadzie, B. K., London 
Damoa-Siakwan, E., Birmingham 
Dan, D. J., Plymouth 

Daniel, R. C., Mitcham 
Dan-Jumbo, H. E., London 
David, G. K. G., Chippenham 
Davies, М. J., Woking 

Davies, К. J., Birmingham 
Delderfield, 5. E., London 
Delucchi, G. A., London 

De Nobriga, L. A., London 
Dod, Major F. A. S., Worthing 
Dookiesingh, L., London 
Donkoh, К. Е., Walsall 
Dosunmu, М. О. A., London 
Duncan, I., Birmingham 


Echema, S. O., London 
Edmanson, B., Leeds 
Edozie, Mrs С. O., London 
Edwards, D. J., Worcester 
Edwards, N., Lincoln 
Egbuhuzor, G. U., London 
Ellwood, K., Greenford 
Enedah, M. C., London 
Eunson, K. J., Inverurie 
Evans, J. D., Wickford 
Ezihe, I. N., Wednesbury 


Fadahunsi, Miss O. O., Leeds 
Fadipe, E. O., Birmingham 
Farrow, D., Hadfield 

Fenton, R. A., Ipswich 
Fetuga, A. G., London 

Fish, С. W., Norwich 

Flack, B. В. L., London 
Fletcher, С. А., Gatley 
Flynn, М. T., Cardiff 
Fomuso, В. М. K., London 
Ford, Е. І., Dukinfield 
Frimpong-Manso, Y., London 


Gabra, B. Y., London 
Gaffney, M. R., Stoke Poges 
Gatuergood, D., London 
Gbinigie, V. I. O., Birmingham 
George, M. А. B., London 
Gilbert, K., Birmingham 
Gilhooly, J., Hythe 
Gillespie, Ј., Hull 

, K., London 
Goodbrand, J. L., Aberdeen 
Green, P. K., Tadcaster 
Greggains, S., Newport 
Grierson, J. C., Dumfries 
Gunney, D. ]., Weston-Super-Mare 


Hainsworth, P. G., Meopham 
Haizei, J. 5., Glasgow 

Hale, А. J., Bristol 

Hand, L. F., Birmingham 
Hardacre, J., Leeds 

Harley, Т. M., Rutherglen 
Harris, D., 'Tottington 
Harris, R. G., Bilston 
Harrison, S., Manchester . 
Hatch, P. А., Walton-on-Thames 
Hartill, M., Mexborough 
Henderson, D. A., Edinburgh 
Herbert, R. W., Rotherham 
Heredge, D. J. A., Benfleet 
Hill, C. J., London 
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Hodder, D. R., Cheltenham 
Hoey, P. J., Dublin | 
Holland, L. В., Paisley 
Holmes, Miss J., Peterborough 
Hope, J. L., Doncaster 

Horan, P. J., Norwich 
Houston, J. McL., Johnstone 
Howson, D. H., Leeds 
Hughes, M. T., Bilston 

Hunt, J. G., Buxton 


Ibanga, U. U., Newcastle upon Tyne 
Ibiyemi, J. A., Leeds 

Ibritam, A. A., Manchester 

Igoni, P. M., London 

Ikpasaja, S. D., Walsall 

Innes, M. E. А., Pinner 

Ipeaiyeda, O. O., Glasgow 


Jackson, D. W., West Bromwich 
Jackson, I. L., Sheffield 
Jackson, R., Luton 

Jackson, R. A., Oldham 

Jacobs, S. J., London 

James, G. O., Swansea 

James, Miss J. M., London 
Jensen, А, K., Ipswich 
Joannides, L. J., Middlesbrough 
Johnson, A. N., Hayes 

Jones, A. D., Slough 

Jones, А. D., Birmingham 
Jones, R. J., Frome 

Jones, 5. Т., Swindon 

Jones, Т. B., Kendal 

Jones, Т. J., Hatch End 
Josling, A. R., Leigh-on-Sea 
Joyce, P. R., Ware 


Kaffo, Y. A., London 
Kamaray, P., Leeds 

Kanu, C. S., London 
Karalasingham, K., Chelmsford 
Karia, Р. O., London 


Khan, 5. A., London 

King, R. A., Brentwood 
Kirby, D. J., Reading 
Kiviri-Batuma, M., Leeds 
Kofi-Biney, I., Leeds 
Kushanu, Е. О. O., London 
Kusi, N., Londen 


Lake, L. E., Amsterdam 
Larkins, К. С. B., Cleethorpes 
Larrett, R. A. W., Glossop 
Lawson, B. W., Sevenoaks 
Lederman, P. R., London 
Lee, M. P., London 

Legge, D. C., Hemel Hempstead 
Letsididi, E. P. S., Surbiton 
Levine, V. G., Cromer 
Limbrick, J., Smethwick 
Livesey, P. Е., Pontefract 

Li Wan Po, P. K., London 
Long, R. T., London 


Маћагај, V., Wolverhampton 
Marriott, D. S., Doncaster 
Marshall, W. H., Glasgow 
Martin, D. G., London 
Maunder, E. P., Tamworth 
Mawani, P., Croydon 
Mberaze, F. S., Leeds 
McCaffrey, F. K., London 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone Victoria 2002 (3 lines) 


"September 23rd,*1967 


McDiarmid, С. E., West Drayton 
McEvoy, B. P., Woking 
McFarland, А. J., London 
McGrath, А. J., London 
McKay, J. T. R., Glasgow 
Meredith, B. W. H., Walsall 
Mishra, А., London 

Mitchell, E. A., London 
Mohammed, F., London 
Monaghan, S., Cardross 
Moore, A., Beckenham 

Moss, C., Swansea 

Mouskis, A., London 
Mpanga-Senvumo, J., Londoa 
Muhammed, M. A., Walsall 
Mulcany, Н. ЇЧ. A., Limerick 
Munis, Е. A, Manchester 


Newth, Т. C., Bath 

Nicholas, J. N., Reading 

Nicol, С. M., Theydon Bois 
Nmecha, L. N., Wednesbury 
Nnaji, J., Newcastle upon Tyne 
Nwosu, H. M. C., Birmingham 


O'Brien, M., London 

O'Cain, J. D., Sunderland 
Ochonogor, B. H., Leeds 

Odele, R.-O., London 

Odufote, Miss I. M., Wednesbury 
Offor, D. N., Leeds 
Ogieozee-Osifo, E. O., Birmingham 
Ogunbambi, 6. A., Leeds 
Ogunnaike, J. K., Leeds 
Ogunsanwo, Т. A., London 
Okagbue, А. J., Wednesbury 
Okigbo, I. P., London 


Okwara, О. O., London 
Okwarah, J. C. V., Newcastle upon 'T'yne 
Okyere, P. K., London 
Olagunju, R. О. O., London 
Omole, E. K., London 
Olowole, E. A., Isleworth 
Omonira, O., Surbiton 
O'Neill, E., Dublin 
Orerhime, M. O., London 
Oraleye, А. A., Walsall 
O'Reilly, A. L., Blackrock 
Orr-Ewing, I. С, London 
Ossi, J., London 

Osei, J. E., Birmingham 
Озві Yaw, E., London 


‚ Osih, С. N., Leeds 


Osikoya, J. O., London 
O’Sullivan, A. C., Hayes 
Otudeko, A. О., Leeds 
Oyeleke, Т. A., London 
Oyewole, M. О. London 


Parsons, G., Swansea 
Peerce, D. M., Bilston 
Pennack, R. C., Chelmsford 


© Perera, О. R., London 


Perkins, M., Peterborough 


` Pitharas, E., London 


Podmore, D. B., Stoke-on-Trent 
Power, J. C., London 

Power, Р. ]., Edgware 

Prah, E. W., Birmingham 

Pratt, D. G., Ipswich 

Preece, N. A., London 

Prichard, C., Birmingham 
Proctor, L. P., Reading 

Pryor, Mrs C., Sheffield 


Rae, D. W. S., Norwich 
Rainford, M. O., Croydon 
Read, C. J., Christchurch 
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Reed, A. S., Hull е X Smith, T. P., Hardwicke 

Rees, B. J., Coventry Sondo, L. N., Datchet 

Reeve, J. E., Ruislip : Spillane, С. T., Cardiff 

Riggs, P. B., Slough ; Spruce, C. J., Walsall 

Ritchie, E. M., Clarkston Stevens, J., Seaford 

Robson, А. J., Sidcup = Subero, К. W., Leeds 

Roskell, T., Cannock Sule, L. M., Leeds - 

Ross, A. C., Glasgow . Sutherland, "p. J., Grimsby 

Rouse, А. J., Norwich Swingwood, D. È., Wolverhampton 

Rufai, S. O., Walsall . Syvret, К. C. А., Jersey 

Russell, A. G., London - 

Ryan, D., Birmingham Tewia, G. T., Birmingham 
Taylor, C., Kirkcaldy 

Safi, M. A., London Teahan, T., Stoke-on-Trent 

Sale, B. J., London Tejani, A. U., London 

Sammons, J. R., Rugeley Theobald, R. W., Worcester Park 

Sandford, D. W., Maidenhead Thomas, J. L., London 

Sanusi, H. O., London ‘Thomas, В. H., Slough 

Scattergood, T., London Thomlinson, W, R., Glasgow 

Scott, I. L., Horsforth Thompson, J. N., Hull 

Sek Sum, A. K. T., London . Tiku, W. А ү олбо 

Semere, J. J., London Tinker, A. М., Lond 

Serjent, Miss J., Langley Fimoney t E. |; Button Coldfield 

Sharma, P., London а Tinubu, М., London 

Shahzamani, A., London | Trigg, J., Egham 

Shaw, J. E. K., Hassocks 'Toach, L. B., Leicester 

Sheward, A. F., Hayes Twins, 5. A., Liverpool 

Shojadini, G., London 

Singer, M., Wembl Udeozor, 5. N., Manchester 

Slater, M. L., Sloug Underwood, E. J., Stourport-on-Severn 

Smith, Ј., ОЕ Uzokwe, J. C., Newcastle upon Tyne 


1,419 Candidates failed to satisfy the Examiners 


SECTION IV "T 
(in order of merit) ў 
First Place апа Prize: De Souza, І. E. T., Leeds 
Second Place: Gould, G., Wednesbury 
Third Place: Gayton, R. C., Castleford 
Fourth Place: Alston, L., Ipswich 
Fifth Place: Crompton, Т. R., Worthy Down 


at 


(in alphabetical order) 

Abolarin, J. A., London Blount, M. J., Dudley 
Adams, P. J., Caterham Bonsu, О. A., Glasgow 
Adeosun, S. A., London Booth, M., London 
Afadzinu, M. Y., Newcastle upon Tyne Borland, W. W., Edinburgh 
Akoachere, E. B., London Brabrook, J. M., Ashford 
Ali, S. M. А. Harrow : Bridge, A. J., Ware 
Allan, Е. P., Farnham vox Bryston, D., Motherwell 
Allen, S. H., Belfast Bull, М. A., Guildford 
Allotey, J. M., London : Burden, A. C., Northolt 
Alston, L., Ipswich Burns, D. W. T., Berkhamsted 
Andrews, D. T., Doncaster Burton, D. F. G., Chester 
Appiah-Dankwa, Т., Glasgow Butcher, D. B. E., Leeds 
Ashaolu, D. A., London Byrom, B., Warrington 
Astill, H. E., Wembley 
Asuen, S. O., London Cairns, W. J., Belfast 

Candlin, J. E., Liverpool 
Babatunde, B. А., London А Cannon, R. T., Hertford Heath 
Bacchus, ]., Romford Cant, D, W. C., Edinburgh 
Back, R. J., Plymouth - Carabine, В. G., Syston 
Badejo, A. O., London Carroll, J. J., Roscrea 
Bangs, C. C., Harrow ! Chapman, L. R., Woodford Green 
Barnes, G. F., London Chew, Б W., London 
Barnes, Т. Н., Rochester Cailds, С. J., Wickford 
Beal, C., Sheffield Chinoy, D. H., London 
Beck, D. R., Hemel Hempstead Cole, G. M., Gravesend 
Beirne, J. A, Dublin Coles, Н. E. D., Frome 
Bigwood, A. 7., London Cooper, D. J., Stevenage 
Blackmore, S. J., Hessle Cooper, Р. N., London 
Blake, Miss D. A., Norwich - Copley, Р. R., Sheffield 
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Van der Willik, Р. J., Leicester . 
Vieyra, L. Р., London 


Wadley, G. R., Malvern 
Wagster, G., Manchester 
Walker, “5. А., Cardiff 

Walker, 3. С. G., Londonderry 
Wall, G. J., Ware 

Walton, ]., Guildford 
Wamunza, L. J., Leeds 
Warburton, D., Grimsby 
Watling, V. G., Norwich 
Weathers, Miss J., Isleworth 
West, Е. W. J., Birmingham 
Whitley, J., Urmston 
Whittaker, Miss Р, A., Stevenage 
Williams, D. G., Stoke-on-Trent 
Williams, D. O., London 
Williams, J. L., Tonbridge 
Williams, R. C., Brussels 
Wilson, М. J., Stowmarket 
Wilson, 3. P., Coventry 
Winches-er, K. C., Totnes 
Withey, В В. N., Leeds 
Wixey, T. G., Gloucester 
Wood, C. A., Northwood 
Wood, n. T., Bilston 

Woodall M. D., Wallington 
Woodlard, R. J., Slough 


Young, N. R., London 


Corver, 2. A., Romford 
Cowan, 2. I., Harlington 
Craven, P. F, York 
Cromptcn, Т. R., Worthy Down 


Dallison P. M., Romford 
Daly, C. J., Harrow 
Daniels, N. L., Harrow 
Davern, J. B., Harrow 
Day, 'T. E., Stourbridge 
Deravedissian, S., London 
De Souza, I. E. T., Leeds 
Dosunmu, R. O., London 
Douglas, 1..5., Her:el Hempstead 
Dowsett. B. C. D., Oxted 
Dutton, J. W., Belvedere 
Dyal, J. I., London 


Edwards, R. A., Nottingham 
Elligate, D., Gillingham 

Elliott, D. J., Wolverhampton 
Eseimolaimoh, J. A., Birmingham 
Etsetowzghan, E. O., London 
Evans, J. W., Reading 

Evans, Е. W., Berkhamsted 
Everett, C. E. J., Burgess Hill 


Fanifosi J. O., London 
Farrar, E. J. C., Croydon 
Fergusson, R., Edirburgh 
Ferrer, I., London 
Fitzmaurice, D., Blackburn 
Fong, B. B., London 

Fox, Р, A., ЈтопуШе 
Freemar:, А. P., London 
French, А. P., Reacing 


Gayton, R. C., Castleford 
Gentry, M. G., Welling 
Gibbons, J. B. P., London 
Gillham, R. J., New Brighton 
Gittus, J. F., Birmingham 


FULLER, HORSEY SALES & "un DA TIONS 


SONS & CASSELL 


10 Lloyd's Avenue, London EC3 
ROYal 4861 


OF 


FACTORIES, PLANT & MACHINERY 
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Goddard, М. G., High Wycombe 
Goodman, А. M., Birmingham 
Gould, G., Wednesbury 
Graham, B., Aylesbury 
Grandon, Miss M. A., London 
Grain, R. C., Wolverhampton 
Grant, L. F., London 

Griffiths, T. P, Dudley 
Gyabaah, J. с; London 


Hale, A. A., Walsall 
Hallatt, К. J., Hounslow 
Hallett, Р. D., London 
Hanlon, F. A., Liverpool 
Harris, R. E., London 
Hartley, K., Reading 
Hartwell, L. W., Amersham 
Hassan, E. B., London 
Hastings, D. L., London 
Hemmings, B. D., Langley 
High, Miss K. M., Cheam 
ill, С. A., Leeds 
Hill, M. W., London 
Hodson, C., Erith 
Holbrook, Т. E., Toton Beeston 
Holgate, К. L., Gatley 
Holloran, P. J., Uxbridge 
Hunt, A. E., Penkridge 


Jackson, R. Н. Н., Peterborough 
Jefireys, Miss V. À., London 
Jenkins, H. R., Cardiff 
Jennings, R., London 

Jennings, R. A., Ilford 

Jones, G. A., Birmingham 
Jones, P. D., Porthcawl 

Jordan, B. D., Bromley 


Keating, J., Manchester 
Kehinde, M. O., Newcastle upon Tyne 
Kensington, В. P., Welling 


Kiddle, D. G., Christchurch 
Kittow, H. н.м. London 
Lagunju, J. А., London 
Larman, Т. T.G; London 


Lashley, S. ЈЕ Я "London 

Leary, Ј. H., Edinburgh 

Leddy, J. D., Belfast 

Lee-Ying, J. U., London 
Lewthwaite, R ЈА. V., Old Harlow 
Longstaff, P. 7, London 

Ludlow, M. J., "London 


McConville, A. Т., London 
McKeon, M. P., Caterham 
McLean, I. D., Stourbridge 
McVeigh, T. M., Drogheda 
Madu, A. U., London 
Manley, D. N., Ipswich 
Mann, M. J., Willenhall 


Candidates 


Passed with Honours 
Passed 
Failed .. 


'Fotal sat 
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Manwaring, C. J., Witham 
Maxwell, A. G., Welling 
Medler, R. А,, Hillingdon 
Mogg, А. A., Woodford Green 
Morr, J. P., Maud 

Moore, H. T., Belfast 
Mowaiye, 2. Ò., Glasgow 
Murray, A. M., Chelmsford 
Musonag, Y. F., London 


Needle, J. A., High Wycombe 
Neilson, B. H., Ormiston 
Nicholls, M. E, St Neots 
Nsonzi, E., Leeds 

Nyame, K., Glasgow 


Oakley, C. J. E., London 
Obi, Ta Walsall 

Obilade, N: B., Birmingham 
Odeleye, O., London‘ 
Oderinde, D. O., London 
Odeyemi, J. A, Birmingkam 
O'Hara, J. R., Edinburgh 
Okesina, M. Ò., London 
Okoro, J. M., Leeds : 

Ola, M. S., London · 

Oladipo, G. K., London 
Olayisade, Miss M. A., London 
Olusanya, S. O., Leeds 
Oluwole, Mrs D. T., London 
Omonuwa, J. А., Birmingham 
Osborne, E. 8., Hitchin 
Oshosanya, I. Ò., London 


Parry, K. C. S., Swansea 
Pearce, D. G. J., Newbridge 
Peet, N., Harlington 

Pester, M. W., Croydon 
Pirbhai, M. H., London 
Poole, A. J., Ashford 
Popple, W., Beverley 
Porter, I., Peterborough 
Povey, A. G., Bristol 
Powell, E., Birkenhead 
Proctor, A. W., Mitcham 
Prothero, P. C., Hull 

Pyle, Т. C., Coventry 
Pyman, Miss J. J., Brentwood. 


Quek, 5. K., Kenton 


Rasmussen, P. W., Banstead 
Rawvinson, P., Sheffield 

Read, B. J., Chelmsford 

Regan, B W., Newton Aycliffe 

Reid, J. È., London 

Riley, H. D, Bromley 

Robinson, D. W., Newcastle upon Tyne 
Robson, С. C. , Whitley Bay 

Rock, L. B., Wickford 

Roper, D. A., Bradford 


416 Candidates failed to satisfy the Examiners 
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Rouse, А. D., Liverpool 


Sarpong, J. K., London 
Schaverien, А. J., Croydon 
Scott, M. S., Dartford 

Seeds, Miss M. А., Plymouth 
Sey, J., Leeds 

Sharp, K., Manchester 

Shaw, W. R., Newtownabbey 
Shenton, M. J., Birmingham 
Sherwood, ]., Worcester 
Shim Chow Min, К., London 
Shodunke, M. O., London 
Shore, M., London 
Sievewright, D. J. А., Aberdeen 
Simmonds, R. A., Bishop' 8 Stortford 
Simpson, 5. В., Beckenham 
Smith, б. А., London 

Smith, G. P., Southall 

Smith, H. F., Guildford 

Smith, R. G., Manchester 
Sokwala, A., London 

Solt, D., Norwich 

Spurling, Т. F., Romford 

Stacey, W., Stanley 

Stewart, A. R., Northampton 
Stokes, B. E., High Wycombe 
Surfleet, М. R., Skegness _ 


Talbot, Р. J., Dublin 
Taljaard, W. D., Bath 
Tillotson, B., Clitheroe 
Todd, R. A. G., London 
Turnock, C. J., Liverpool 


Wales, A., Chester-le-Street 
Walji, N. R., London 
Walker, J. H., Nuneaton 
Walker, K. A, Newbury 
Wallace, м. E., Liverpool 
Ward, J. D., Newbridge 
Watson, G. T. Reading 
Waits, D. R., Leeds 
Wealleans, J., Slough 

Weir, J. C., Corsham 
Welch, N. J., Wakefield 
Welton, T. V., Norwich 
West, А.В. G., Basingstoke 
White, Р. J., Aylesbury 
Wilfin, 5., Sheffield 
Williams, H. W., Sutton 
Williamson, L. б. B., Kingston | 
Wills, J. Cheltenham 
Wilson, H., Keighley 
Wood, J., Sheffield 

Wood, K. L., Tewkesbury 
Woods, А. R., Caister-on-Sea 


Yahaya, S., London 
Yelland, D. A. D., Ewell 
Young, C. D., Caterham 





























SUMMARY 
Professional Examination 
‘Preliminary Total 
Old Regulations 
Subjects 
Section І Section II 1,4,6,8 2,3,5,7 Section III Section IV 
== 4 $ — — 7 6 22 
126 626 582 6 393 257 1,989 
29 2,045 1025 2 44 1,419 416 4,980 
155 2,675 1,610 3 5o 1,819 679 6,991 








IMPORTANT MESSAGE TO ALL QUALIFIED ACCOUNTANTS 
100 PER CENT MORTGAGES FOR PURCHASE PRACTICE/PARTNERSHIP/CAPITAL 


Full details from 


LIFE AND DISABILITY INSURANCES 


]- ЧУ. SLEATH & co LTD, incorporated Insurance Brokers, 58 Theobald's Road, London WC1 


Tel. 01-242 4375 
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HOTELS AND RESTAURANTS 
HAMMERSLEY KENNEDY & CO, 18/182 St George . 
Street, Hanover Square, London W1, have since 1899 special- „|. 
ized in the sale and valuation of hotels and catering businesses . |" 
to the exclusion of any other branch of estate agency. The ·. |. 
partners are members of the leading professional bodies.. ў 


Representatives of 


Telephone 01—629 6857. 


AL : YOUR BOOK REQUIREMENTS 


CAN BE SUPPLIED BY 


& CO (Publishers) LIMITED 
GEE | 


THE CITY LIBRARY 


151 STRAND, LONDON WC2 01-836 0832 | 


To Accountants and others 


advising on Wills and Legacies 


The Fellowship Houses Trust already provides seven 
homes for old people of low income in Surrey, Sussex, 
Kent and Warwickshire. The demand for accommo- 
dation from old people unable to live alone is now so 
great that the Fellowship proposes to build five new 
blocks of flatlets over the next seven years. 


Financial help would be most welcome. 


7 FELLOWSHIP 






Details gladly 3 
supplied by the HOUSES TRUST 
Secretary (A). FOUNDED 1937 
CLOCK HOUSE 
BYFLEET, SURREY 


VALUERS & STOCKTAKERS SINCE 1846 


Extensive staff of valuers available for stock, fixture, and 
property valuations in all the main distributive trades ' 


SALE, ACCOUNTANCY, OR PROBATE. 


ORRIDGES 


184 STRAND, LONDON WC2 
Telephone 01-836 9212/3 & 6340 


Branches at Birmingham, Leeds, Bournemouth, Liverpool, 
Sheffield and Swansea. 











GEE & CO (PUBLISHERS) LIMITED 


Overseas 


AUSTRALIA 
THE Law Book COMPANY OF AUSTRALASIA Pry Lro 
301-305 Kent Strzet, Sydney, New South Wales 
U.S.A. 
Тнв CouNrING House PusrLisuiNa Со 
'Thiensvi le, Wisconsia, U.S.A. 


CHARLES LAMBERT & Со 
101 Mahatma Gaadhi Road, Opp. Clock Tower 
Fort. Bombay 1, India 
CANADA 
"THE CARSWELL CoMEANY LTD 
145-149 Adelaide Street, West Toronto 2, Canada 
SOUTH AFRICA 
TOHANNESBURG AG3NCIES 
P.O. Box 10167 Johannesburg, South Africa 


NEW ZEALAND 
SWEET & MAXWELL (N.Z.) LTD 
54 The Terrace, P.O. Box 5043, Wellington, New Zealand 


HONG KONG 
SINCERE COMPANY Lrp 
173 Des Voeuz Road Central, Hong Kong 


ISRAEL 
Srematzxy’s MIDDLE East AGENCY LTD 
P.O.B. 628 Tel Aviv, Israel 


GEE & CO (PUBLISHERS) LIMITED 
151 Strand, London WC2 


ADVANCES AGAINST 
SECURITY 


First Mortgages Second Mortgages 
Bridging Finance Discounting 
Equitable Charges Private Loans 
Against Approved Security of: 

Short Leaseholds Long Leaseholds 
Freeholds Fixed Assets Invoices 
Securities Life Policies 


Fixed Term Advances Repayab e up to 30 years 
АП details to the Secretary: 


RCB FINANCIAL 
16 Nassau Street, London W1 
Tel. MUSeum 4722 (4 lines) 





BUILDING FINANCE 


The Southern Trust will buy your land for you 


by private treaty or auction and provide the finánce for purchase and building up to 80%. Expert 
advice provided by specialists in field of development to help you decide which land is worth buy- 
ing and which is not. Architectural assistance available if required. Decisions within 48 hours. 


THE SOUTHERN TRUST LTD 
71 Eccleston Square, London SW1 ТАТе Gallery 8689 
















ABBEY 
-. RATIONAL 








If you don’t save, 
you’ll never have any money. I explained. 

‘But I haven't got any money to start with,’ he mcaned. 
That’s because you don’t save, I replied 
with implacable logic. | 

‘How would you like a punch on the nose > he menaced. 
Save it, I growled. 

‘Where ?” he bellowed. 


For my money it's Abbey National 


44% interest р.а. on share accounts Dl 


equivalent to £7.4.8% where Income Tax 
is payable at 8/3 in the £. 





Abbey National Building Society. Branches and Agencies nearly everywhere. Head Office: Abbey House, Baker St., NW r. Hunter 5555 
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Your courses diary 
1967-1968 


One of a series of advertisements designed to remind members and non- 
members of the extensive facilities available. 





INSTRUCTIONAL COURSES organised by the Institute are open 
to all members, and non-members when sponsored by a chartered 
accountant. The following list indicates residential courses for 
1967—1968. A series of shorter non-residential courses are now 
being planned. Full details and application forms are sent, prior to 
the courses, to all members of 


The Institute of 
CHARTERED ACCOUNTANTS 


in England and Wales 
CITY HOUSE, 56/66 GOSWELL ROAD, LONDON EC1 
Benson c WE OHNE 5 SOGECODEROORU UAE ДЕШН TENES 72 60 Pew pa C PVT цена a 


No. Subject Dates of Duration Planned Location 
Series of each Size 
1967 Course 
9 EDP. 22-28 October 5 days 3x50 Hotel Metropole, Brighton 
10 Management Information 25-30 November 4 days 3x50 Hotel Metropole, Brighton 
1968 
1 Systems Analysis Between 4 & 11 January 4 days 3x50 Hotel Metropole, Brighton 
2 Tax Between 18 & 25 February 3 days 4x50 Hotel Metropole, Brighton 
3 EDP: Between 23 & 30 March 5 days 3x50 Hotel Metropole, Brighton 
4 (Pilot Course) subject to Between 25 April & 2 May 5 days 1x70 Palace Hotel, Buxton 
be arranged 
5 Management Information Between 22 & 28 June 4 days 3x50 Hotel Metropole, Brighton 
* 6 Summer Course 11-16 July 5 days 1x200 Christ Church, Oxford 
* 7 Summer Course 18-22 September 4 days 1x 200 Churchill College, Cambridge 
8 Systems Analysis Between 27 September & 4 days To be Churchill College, Cambridge 
3 October arranged 
9 Course for Members October 5 days To be To be arranged 
(Pilot Course follow-on — arranged 
see 4 above) 
10 EDP. Between 3 & 10 November 5 days 3x50 Hotel Metropole, Brighton 
11 Tax Between 1 & 8 December 3 days 4x50 Hotel Metropole, Brighton 


* For members only. 
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Taxes for Ever 


E views of politicians in office and members of the electorate 
on taxation are reminiscent of children's reactions when playing 
with a telescope. Ап object seen from one end is brought ap- 
propriately into perspective. Seen, however, from the other, its 
distorted image dwarfs all else. 

Nevertheless, the burden of taxation in Britain is becoming a 
major electoral issue for, without faster economic growth and 
given the present expenditure commitments, taxes must rise. 
In such circumstances any light on the subject, or even politicians' 
views thereon, are of more than passing interest to the ac- 
countant in his capacity both as practitioner and taxpayer. 
Addressing the Liberal Party Conference, Mr RICHARD 
WAINWRIGHT, M.P., F.C.A., dismissed the selective employment 
tax and estate duty as more than useless, and suggested the 
replacement of the purchase tax and national insurance contri- 
butions on the ground that they were regressive. 

In their place he proposed an added value tax which, he 
averred, would enable both income tax and corporation tax to be 
reduced, as well as a social security tax on payrolls varied by 
reference to regional employment figures. Progressive gifts and 
inheritance taxes would do what the present estate duty had 
failed to achieve. 

A less revolutionary review of Britain’s taxes is provided by a 
new paper from the Conservative Research Department entitled 
Britain’s Taxes: Some International Comparisons (1s net). The 
conclusion drawn from an international comparison is that direct 
personal taxation in Britain is for most income groups higher 
than elsewhere, except perhaps Sweden. Furthermore, Britain’s 
specific indirect taxes are “capricious in their incidence’, while the 
national insurance contribution is regressive. The paper observes 
that piecemeal reform would merely lead to increased complexity 
and inefficiency without a reduction in social injustice. 

For any reader who may still hope that taxes wil one day ` 
be reduced, the September issue of the Department of Economic 
Affairs Progress Report offers a glimpse of the hard facts. Total 
expenditure in 1966 on social security reached £2,575 million, or 
8 per cent of the gross national product. Ten years ago the cor- 
responding figures were {1,062 million, and under 6 per cent. 
The prospective rate of growth, given no changes in the present 
scheme, is likely to accelerate in the 1970s, hence the fact that 
even some Labour Ministers are suggesting that selective benefits 
should replace the present universal benefit. 
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 Disciosure by 
Directors – 11! 


Lj en section 27 (1) (b) a director of a company, 
while he is a director, must notify the company in 
writing of any of the following events: (1) any event as a 
result of which he becomes or ceases to be interested in 
shares or debentures of the company or an associated 
company; (ii) a contract by him to sell the company's 
shares or debentures or those of an associated com- 
pany; (iii) the assignment by him of a right granted to 
him by tbe company to subscribe for shares in, or 
debentures of, the company, and (iv) the grant to 
him by an associated company of a right to subscribe 
for shares in or debentures of that associated company, 
the exercise of such a right and the assignment by him 
of such a right; stating in all four cases the number or 
amount and class of shares or debentures involved. 

Where an event under (i) above consists of a contract 
for the purchase of shares or debentures of the company 
or an associated company by a director, the notice to 
the company must contain a statement of the price to 
be paid by the director under the contract; and 
similarly, notice of a contract of sale of such shares or 
debentures under (ii) must contain a statement of the 
price to be received under the contract. Under (iii) 
above the notice must contain a statement of the con- 
sideration for the assignment or if there is no con- 
sideration must state that fact; and where under (iv) 
the obligation is to give notice of the assignment of a 
right to subscribe for shares in or debentures of an 
associated company the consideration must again be 
given. 

It will be observed that in (iii) above the reference is 
to the assignment of a right granted to him by the com- 
pany, so that (iii) will not apply where a director buys 
on the market a right granted to the seller by the com- 
pany and later assigns that right to someone else. 
Similarly, (iv) above does not apply to rights to sub- 
scribe for an associated company's shares or deben- 
tures purchased in the market, since it, too, only bites 
where the right is granted to the director by the associated 
company. 

Where, however, (iv) above does apply and the 
obligation under the paragraph is to notify the com- 
pany of the grant to the director of a right to subscribe 
for shares or debentures of an associated company, 
the notice to the company must state the date on which 
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the right was granted, the period during which or time 
at which the right is exercisable, the consideration for 
the grant (or if there is no consideration a statement to 
that effect) and the price to be paid for the shares or 
debentures. Since paragraph (iv) only applies where 
there is, in the first place, a grant by an associated 
company to a director of a company of a right to sub- 
scribe for shares in cr debentures of the associated 
company, it is clear from the terms of the paragraph 
that there is no objection to the payment to the associ- 
ated company of a consideration for the grant of the 
right, although it is an offence under section 25 (1) (a) 
of the 1967 Act for a director to ‘buy’ a right in the 
nature of an option. 

Where under paragraph (iv) the director's obligation 
is to notify the company of the exercise of the right 
granted to him to subscribe for the associated com- 
pany's shares or debentures, the notice to the company 
must state the number of shares or amount of deben- 
tures in respect of which the right was exercised and if 
they were registered in his name, that fact. If they were 
not registered in his name the notice must state the name 
or names in which they were registered, end if they 
were registered in the names of two or more persons, 
the number of shares or amount of debentures regis- 
tered in the name of each of them. 

If at the time at which an event within section 
27 (1) (б) occurs a person knew of its occurrence and 
of the fact that its occurrence gives rise to the obligation 
to notify the company of it in writing, he must give the 
notice within fourteen days beginning with the. day 
next following that on which it occurs. Otherwise, he 
must give the notice within fourteen days beginning 
with the day next following that on which the fact that 
the occurrence of the event gives rise to the obligation 
comes to his knowledge. But section 27 (1) (Б) does not 
require a person who was a director of the company on 
October 27th, 1967, to give notice of an event which 
occurred before that time; neither does it require a 
person to give notice of an event whose occurrence 
comes to his knowledge after he has ceased to be a 
director. 

An obligation imposed by section 27 will be treated 
as not being fulfilled unless the notice by means of 
which it purports to be fulfilled states that it is given in 
fulülment of the particular obligation. But where an 
obligation is to be fulfilled within a period of 'fourteen 
days', a day that is a Saturday or Sunday or a bank 
holiday in any part of Great Britain is to be disregarded. 

À person who fails to fulfil an obligation under 
section 27 (1) within the proper period or who, in 
purported fulfilment of an obligation makes to the 
company a statement which he knows to be false, or 
recklessly makes a statement which is false, will be liable 
on summary conviction to imprisonment for not more 
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than three months or to a fine not exceeding £200 or 
both; and on conviction on indictment to imprisonment 
for not more than two years or to a fine or both. But 
proceedings for an offence under section 27 (10) may 
not, in England or Wales, be instituted except by or 
with the consent of the Board of Trade or the Director 
of Public Prosecutions. 

As stated in the previous article (page 375, ante) 
section 28 of the 1967 Act contains rules for giving 
effect to section 27 (1). Section 28 provides that 
references to a person’s being interested in shares or 
debentures of a company will, subject to what is said 
later, be construed so as not to exclude an interest 
(а) on the ground of its remoteness, or (b) the manner 
in which it arises or (c) by reason of the fact that the 
exercise of a right conferred by ownership is, or is 
capable of being made, in any way subject to restraint 
or restrictions. 

Thus it would seem that a person is not absolved 
from the obligation to notify under section 27 if, for 
example, he purchases shares by instalments and the 
shares are not to be transferred to him until the final 
instalment is paid or he has a vested interest under a 
trust in shares which will not be transferred to him 
until he is 21 and meanwhile the income is accumu- 
lated, or he becomes interested in particular shares by 
reason of a scrip issue or under a will or by way of a 
gift, or his shares are subject to restrictions on voting 
or under the articles of association of a private company 
there are restrictions on the transfer of the shares, or 
he has waived the dividends on such shares. 

But a person will not, for the purposes of section 
28, be deemed to be interested in a company’s shares 
through the medium of another company unless the 
case falls within section 28 (3). This subsection pro- 
vides that a person will be deemed to be interested in 
shares or debentures if a body corporate is interested 
in them and (а) that body corporate or its directors 
are accustomed to act in accordance with his directions 
or instructions; or (b) he is entitled to exercise or 
control the exercise of one-third or more of the voting 
power at any general meeting of that body corporate. 
If, therefore, company B holds shares in company A, 
it is not necessary that a shareholder in company B 
should have a controlling interest in that company so 
as to be deemed to be interested in the shares of com- 
pany А. On the other hand, he will normally have to 
be in a position to control one-third of the voting power 
of company B. 

A person is deemed to be interested in shares or 
debentures of a company if: 

(a) He enters into a contract for the purchase of them 

by himself. 

(b) He has a right (otherwise than as a beneficiary 

under a trust) to call for delivery of shares or 
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debentures to himself or to his order, whether 
the right is exercisable presently or in the future. 
The words ‘call for delivery’ cover the case of a 
person who calls for delivery of shares or deben- 
tures following the exercise of an option which 
he bought before he became a director, so that 
he would not be in breach of section 25 (1) (a) 
which penalizes a director who buys a right to 
‘call for delivery’ at a specified price and within 
a specified time of a specified number of ‘rele- 
vant’ shares or a specified amount of ‘relevant’ 
debentures. 

(с) Not being a registered holder of shares or deben- 
tures, he is entitled to exercise any right con- 
ferred by the holding of them or is entitled to 
control the exercise of any right so conferred. 
This could cover the case of a person who enters 
into a contract to purchase shares cum the right 
to subscribe for new shares at a price less than the 
current market price and, before he becomes the 
registered holder, transfers the ‘rights’ (maybe 
when they are separately dealt in on the Stock 
Exchange) to a company which he controls. 
But this category does not include the right of a 
proxy to vote at a specified meeting of the com- 
pany or of any class of its members or at any 
adjournment of such meeting or the right of a 
person appointed by a corporation to act as its 
representative at any meeting of the company or 
of any class of its members. Such rights are not 
notifiable under section 28. 

Persons having a joint interest are each of them 
deemed to have that interest and it is immaterial that 
shares or debentures in which a person has an interest 
are unidentifiable, that is to say, it makes no difference 
if the shares or debentures are not separately numbered. 

Delivery to a person’s order of shares or debentures 
in fulfilment of a contract for the purchase of them 
by him, or in satisfaction of a right of his to call for 
delivery of them, or even failure to deliver shares or 
debentures in accordance with the terms of a contract 
or in satisfaction of a right to call for delivery of them 
will constitute an ‘event’ in consequence of the oc- 
currence of. which a person ceases to be interested in 
shares or debentures (see section 27 (т) (b)) and so 
will the lapse of a person’s right to call for delivery of 
shares or debentures. . 

A person who has an interest (other than a dis- 
cretionary interest) under a trust comprising shares or 
debentures is deemed to be interested in the shares or 
debentures. But the interest of a reversioner or re- 
mainderman is to be disregarded so long as there is 


‚ a life-tenant entitled to receive, during the lifetime 


of himself or another, income from the trust property 
comprising shares or debentures. 
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Current 
. Affairs 





Computer Time-sharing Service 


poc STANLEY GILL, Professor of 
Computer Science at Imperial College, inaugurated 
a new computer time-sharing service in London 
on Wednesday of iast week. He put forward the view 
that the interchange between user and computer in an 
interactive time-sharing service would produce a second 
computer revolution comparable in its intensity with 
the original computer revolution. 

In some ways it would tend to reverse some of the 
effects of the earlier revolution, in particular the way in 
which the individual manager or engineer tended to be 
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separated from the whole process of solving his prob- 
lems. By providing a system which enables the indi- 
vidual to ‘converse’ directly with the computer, and 
involves both man and machine in the problem-solution 
process, it invests the manager with the capacity of 
the computer itself. 

The new service, called TELCOMP, operated by 
Time Sharing Ltd, of Great Portland St, London Wr, is 
based upon а PDP—1 computer backed by a very fast 14 
million character drum and communications multiplex- 
ing equipment. It has a current handling capacity 
of over forty users, which by the end of the year 
will be doubled by the installation of a PDP-7 compu- 
ter. Access to the computer is obtained over ‘the or- 
dinary G.P.O. telephone lines, the terminal equipment 
being based upon modified Teletype 33s. 

The new service is called ‘conversational’, or inter- 
active, because the user and the computer can converse 
with each other in the course of solving a problem or 
building a business model. The informality of approach 
will domuch to break down theaverage manager’s reserve 
towards computers. To construct his own program the 
user need know only twenty-five simple instruc- 
tions which, with the aid of the equipment, is claimed 
to be little more difficult than using a typewriter. The 
use of the wide range of programs available can also be 
vatied by the user through a question and answer 
session with the computer, and both modified and 
newly thought-out programs can be simply stored for 
future use. | 

The software for the system has been largely de- 
signed by Bolt Beranek & Newman Inc which has 





INSTITUTE'S CAMBRIDGE SUMMER COURSE. Some personalities at the Cambridge Summer Course of The Institute of Chartered 
Accountants in England and Wales held at Churchill College last week. In the background is a modern work by the sculptress, Barbara 
Hepworth — the symbol represents a halo not a zero! Front row, left to right Mr D. Robson, F.C.A. (Speaker) ; Mr S. Kitchen, F.C.A. 
(Speaker) ; Mr E. К. Wright, M.A., F.C.A. (Chairman, Courses Committee) ; Mr W. E. Parker, С.В.Е., F.C.A. (President of the Institute) ; 





Mr D. D. Rae Smith, M.C., В.А., F.C.A. 
(Speaker) ; Mr M. С, Ashill, F.C.A. (Under- 
Secretary) ; Mr J. W. б. Frith, В.А., F.C.A. 
(Member Courses Committee and Leader 
Group J). ў 

Middle row, feft to right: Mr К. D. Taylor 
(Institute Staff); Mr В. F. Sumner, F.C.A. 
(Leader Group H); Mr D. G. Cochrane, 
F.C.A. (Leader Group B) ; Mr P. A. Smith, 
Е.С.А. (Leader Group б); Mr Е. 5. б. 
Whinney, A.C.A. (Leader Group M); Mr 
N. B. Nutt, F.C.A. (Former member of 
Courses Committee) ; Mr G. A. Holmes 
(Assistant Editor, Accountancy) ; Mr T. R. 
Watts, F.C.A. (Leader Group L) ; Mr M. G. 
Brigham, M.A., F.C.A. (Leader Group A). 

Back row, [left to right: Mr М. В. 
Griffiths (Institute Staff); Mr D. P. 
Hubbard, B.A. (Assistant Secretary) ; Mr 
A. Lerse, LL.B., F.C.A. (Leader Group F); 
Mr J. E. Sharman, F.C.A. (Leader Group 
E); Mr D. H. Tonkinson, F.C.A. (Leader 
Group К); Mr F. T. Hunter, F.C.A. (Leader 
Group С); Mr б. W. Murphy, J.P., B.A. 
F.C.A. (Leader Group D). 
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played a leading role in the development of time shar- 
ing in the U.S.A., and in recent years in the develop- 
ment of man/machine relationships. It is not by accident 
that their time-sharing research teams tend to be lead 
by psychologists, as the prime purpose of these develop- 
ments is to make the computer an extension of the 
individual manager's thought processes. 

A service such as this should add а aew dimension to 
the work, not only of managers, but also of accountants, 
engineers, scientists, market researchers and others. 


Earlier Corporation Tax 


F corporation tax payments were more closely related 
to the profits being earned at the time of payment, 
the collection of high taxes in phases of depression 
which intensifies the amplitude of cyclical fluctuations 
would be offset. According to Professor R. Sayers, 
writing in the current issue of the Three Banks Review, 
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such an innovation would make a difference of up to 
£200 million in corporate liquid funds, ‘taking them 
off more quickly in a period of high profits and cor- 
respondingly leaving them more flush when profits 
were low’. 

To implement this scheme Professor Sayers suggests 
that companies should, within one month of the end of 
their financial year, pay to the Revenue the tax due on 
their estimated profits. In due course, when the ac- 
counts were agreed with the Inspector of Taxes, any 
difference between the estimated and agreed tax 
liability would either be refunded to the company, with 
interest at the same rate as is paid on capital tax reserve 
certificates, or to the Revenue with the addition of a 
penal charge of 10 per cent. The object of the latter 
provision is to discourage companies from under- 
stating their profits. | 

As far as the transitional adjustments are concerned, 
Professor Sayers advocates а once-and-for-all change- 


Sir Basil Smallpeice, K.C.V.O., B.Com, F.C.A., J.Dip.M.A. 


HAT last week was eventful fcr Sir Basil Smallpeice, chairman of the Cunard Steamship Co, is probably 
an understatement. On Monday he informed the Queen of the proposed name for the Q4 - a matter which 
had been arousing considerable national interest and conjecture; on "Tuesday, the arrangements for a new 
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Government loan to Cunard on excellent terms to the company were disclosed, and on Wednesday came the 

c launching by Her Majesty of the new 58,000 ton liner. As the Queen Elizabeth II 
slipped into the Clyde to open a new era for the Cunard company, that other 
distinguished Cunarder, the Queen Mary, was arriving at New York for the last 
time. having completed her 1,oooth Atlantic crossing. 

There have, of course, been other eventful periods in Sir Basil’s varied business 
career, notably the reorganization of that rival transport undertaking, B.O.A.C., 
for which, in his capacity as managing director, he was largely responsible. 

Ecucated at Shrewsbury School, Sir Basil was articled to Mr A. F. Kent, 
J-P., В.С.А., then a partner in Bullimore & Со, of London, and was admitted to 
membership of The Institute of Chartered Accountants in England and Wales 
in 1¢30. In the same year he joined Hoover Ltd as accountant where he stayed 
for ѕзуеп years until taking up the appointment of chief accountant - and later 
secretary — of Doulton & Co Ltd. He remained with the company for eleven 
years and in 1948 entered State industry as director of costs and statistics with 
the 3ritish Transport Commission. In 1950 he joined B.O.A.C. as financial 


comptroller and six years later was appointed managing director of the Corporation, a position he held until 
his resignation in December 1963. The following April he became a member of the board of Cunard and in 
November 1965 took up the chairmanship of the company. 

Despite the pressures of his business activities, Sir Basil has devoted much of his time in the past to the 
affairs of the accountancy profession. He served as a member of the Council of the Institute from 1948 to 
1957, being the third non-practising member to be elected and, at that time, the first Associate member ever to 
serve on the Council. He was alsc Chairman of the London and District Society of Chartered Accountants 
for the year 1947-48, and in 1957 acted as discussion leader at one of the business sessions of the Seventh 


International Congress of Accountants in Amsterdam. 


Sir Basil, who received his knigathood in the 1961 Birthday Honours, has also served as a member of the 
Council of the Institute of Transpcrt from 1958 to 1961; as a member of the Council of the British Institute of 
Management from 1959 to 1964 — znd again from 1965 to date — and as a member of the Committee on Exports 
to the United States from 1964 to 1966. He has been administrative adviser to Her Majesty's Household 
since 1964 and for the past two years has been Chairman of the English Speaking Union of the Commonwealth. 

Sixty-one this month, Sir Basil lives at Esher, Surrey, and his recreations are gardening and golf. 
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over not dissimilar to that which took place when 
P.A.Y.E. was introduced. He suggests that the change- 
over be made at a time during the economic cycle 
when the Chancellor is anxious to reduce the liquidity 
of companies and slacken the pace of economic 
expansion. 

No doubt such a scheme would help to improve the 
capacity of fiscal regulators. On the other hand, it 
needs to be borne in mind that in relation to the funda- 
méntal changes required in the economy before an 


effective rate of economic growth can be maintained, . 


such a proposal must be regarded as of minor import- 
ance. For the moment, in any case, both the Revenue 
and corporate tax.advisers have their hands more than 
full. 


THE 
ACCOUNTANT 


September 30th, 1967 


Exports by Air 

дот report from the Economic Development 
Committee for the Movement of Exports, entitled 

Exports by Air (H.M.S.O., price 6s), examines the con- 

siderable future prospects of moving goods bya air rather 

than by more traditional methods. 

The main conclusions are that as nearly то per ceut 
of United Kingdom exports are already sent by air, the 
stage is being reached where an all-freight air service 
can be made profitable. 

Factors contributing to this development are the 
fact that better service to the customer can often be 
provided at little or no additional expense where higher 
direct costs are offset by savings in packaging, insurance 
and the costs of tied-up capital. 





This is My Life 
by An Industrious Accountant : 


have an organization chart in our accounts 
department dating back almost a century to the 
days when the secretary was directly and intimately 
involved in every activity of the counting house. 
Fortunately times have changed. As befits an organic 
organization we have altered our structure from time to 
time to improve efficiency. Oddly enough, though, 
every such well-intentioned amendment has provoked 
a battle royal. The latest change affected the ledger 
clerk in charge of customers’ accounts. 

The judicious assessment of appropriate credit 
limits is a delicete and thankless task where the wrong 
adjective, even indeed the wrong tone of voice, may 
seriously undermine our cherished public image. At 
peak times like the autumn sales or Christmas week the 
debtors' control account has been known to run into six 
figures, comprising numerous small customers’ ac- 
counts. 

Customers, being human, are apt to err. They have 
also been known, just occasionally, to try the odd little 
fiddle — in fact the credit controller needs the eye of 
a hawk, the charm of a courtesan, and the thick hide of 
a rhino. Such qualities in combination are unusual. 

To observe that the control of credit was nominated 
as one of my most important functions when first 
appointed to my present post is not to lay claim to these 
qualities. 'The managing director's admonition firmly 
to curb the average shopper's basic urge to seek un- 
reasonable credit limits was admittedly difficult to 
reconcile with the chairman's reminder that satisfied 
customers were our bread and butter. Our salesmen 
would, of course, sell mink coats to undischarged 
bankrupts if they could get away with it, so — in modern 
parlance — I found myself the fall guy. 


А. series of hectic skirmishes over a period of some 
months made the limitations in certain personal 
qualities including tact clear to me, and so — with 
public reluctance and private relief — delegated the 
responsibility for credit to the office manager. 

But that highly-strung perfectionist only lasted a 
week. He lacked the resilience normally provided by a 
sense of humour in which he is gravely deficient, and 
to save him from a nervous breakdown we appointed 
the ledger clerk. 

He proved immensely successful from the start. He 
had the requisite qualities. He also hid his guile under a 
smile, kept his own counsel, and soon seemed emi- 
nently eligible for promotion. 

Up-grading was the obvious step, putting credit 
control on a par with the other senior sections and en- 
hancing its status. Instead of reporting as previously 
to the office manager who, indeed, had ample work to 
occupy him, he should report directly to me, a status- 
symbol step traditionally inspiring to morale. The 
directors concurred. The additional branch on the 
‘family tree’ should expedite constructive improve- 
ments and remedial action, and his colleagues should 
welcome another promotional outlet. 

Fortified therefore by general support I broached the 
idea to the office manager. His reaction сате as a 
bombshell. He was genuinely hurt. То hive-off one of 
his functions, he protested, publicized a lack of con- 
fidence in his ability to handle his job. So what if he 
disliked arbitrating on credit limits? So what if he had 
a full plate anyhow? His diminished prestige would 
impair his morale and reflect seriously on his standing 
in the organization. 

A couple of his colleagues supported him, displaying 
a dogged resolve to protect the symbols of the status 
quo at the expense of a better system. Amid the angry 
remonstrances I became painfully aware that the 
office manager was stretched to his limit. Му so-called 
logical planning was in fact rationalizing the fact that 
he could no longer cope with his job on its 
old basis. 
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Computers in Decision Making 


by R. IAN TRICKER, F.C.A., F.C.W.A., J.Dip.M.A. 


P. D. Leake Research Fellow in the Oxford Centre for Management Studies 


There is much speculation about the potential role of computer systems in 
management. This article suggests a hierarchy of business decision making and 
examines possible computer use at each level. The material has been adapted 
from the author's book, The Accountant in Management, pub/ished this week by 


OMPUTERS can now be found in almost every 

facet of business operations. Yet ideas about the 
uses to which computers can, and should, economi- 
cally be put vary considerably. 

A convenient classification into data processing, 
scientific, or process control work, arose from the 
different demands on calculation, storage and pro- 
cessing ability. Scientific: work — such as regression 
analysis or stress calculations — required substantial 
and fast calculating ability with sophisticated programs 
but only relatively small input and output facility. 
Data processing, by contrast, called for comparatively 
simple processing applied to large volumes of data, 
often using substantial backing storage (payrolls, 
invoicing, stock recording fell into such a category). 
But both scientific and data processing applications 
tended to be batch processing, the input data being 
amassed and the job run periodically. 

The needs of the process control type of application – 
such as machine tool control, control of traffic lights 
or process control in an oil refinery – however, tended 
to be for relatively simple data processing and storage, 
but with the ability to read-in a signal of performance, 
compare with the planned performance and initiate 
control action, in sequence with the process being 
controlled. 

But we are now finding that these three categories 
are less useful as a means of classification. Measure- 
ments made within a process control system can become 
the input data for data processing applications. Simu- 
lations — which really fall within the scientific cal- 
culation category in terms of computer usage — can be 
run on data available within a data processing system 
or generated by a process control type of system. 

In a company, advanced in its use of computers and 
probably with experience of scientific data processing 
and process control applications, the present search 
might typically be for an ‘integrated information 
system’ or a ‘management information system’, 
even a ‘total information system’. Just what is meant 
by ‘integrated’ or how ‘total’ the system would be, is 
likely to be unclear. 

The aim of this article is to suggest an alternative 
framework with which we can associate various types of 


Batsford. 


computer application and thereby understand more 
fully what an information system might embrace. 

We tend to think about a business in terms of the 
concepts with which we are familiar. The lawyer — 
and to an extent the accountant — sees a legal entity. 
'To the manager the business may be a set of process 
flows — raw material stores, pressings, machine shop, 
assembly, dispatch; or geographical locations. Or it 
might be thought of as the formal organization as 
adopted by the budgetary control system, and so on. 


A decision hierarchy 


An alternative viewpoint, suggested in a previous 
article! is to consider a business as a hierarchy of 
decision-making systems. Intuitively it can be seen 
that there are significant differences between the type 
of decision in, for example, the decision to make a 
take-over bid for another firm, the decision to work 
overtime in the press shop next week-end and the 
decision to perform an operation on a batch of work 
in accordance. with instructions. In the earlier article 
the range of decisions throughout the firm from the 
complex, long-term decision down to the elementary, 
repetitive, shcrt-term decision, was recognized and a 
hierarchic structure with three broad levels was 
suggested to categorize it. 

The decision-system levels were called strategic, 
managerial and operating. Basically, strategic decisions 
are those of the business man, the entrepreneur deter- 
mining what the business is to do, providing resources 
and involving the interacticn between the business and 
its external environment (market, competitors, financ- 
ing, shareholders, industry organizations, government, 
etc.). The managerial decisions are concerned with how 
to utilize the evailable resources to set the objectives 
set by the strategist and within his policy guide lines: 
such decisions are directed down to the operating 
systems. The operating decisions are concerned with 
doing things — operating machines, paying wages, 
making individual sales and so on. 

It will be apparent that in the three examples cited 


1 ‘Systems study and the accountant’, The Accountant, November 
sth, 1966. 
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earlier of decisions throughout the decision hierarchy, 
there is one decision from each level. The decision to 
make a take-over bid is strategic, to work overtime 
in the press shop is managerial, and to perform an 
operation is operational. Some of the distinguishing 
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characteristics between the levels are obvious, time 
span, frequency and complexity, for example. Other 
attributes are less obvious and at present are not 
amenable to measurement. Table 1 elaborates these 
decision characteristics. 


General nature: 


Decision process: 


Time horizon and span: 


Frequency: 


Complexity: 


Risk: 


Uncertainty: 


Source of data: 


TABLE 1: SOME CHARACTERISTICS OF DECISION TYPES 


Strategic 
Determining the policy of the busi- 
ness in relation to its environment, 
providing resources. 


Heuristic difficulties in recognizing 
issues and problems, need for 
creativity, 


Long horizon to fruition months or 
years. Long decision process time. 
‘One-off? problems or issues. 


Very complex, many variables. 


Involves competitive elements and 
risk — calculated risk-taking neces- 
sary. 


Scarce information, unknown future 
events, made under conditions of 
uncertainty. 


Largely external to the firm with 
internal feedback from managerial 


Menagerial 
Deciding how to utilize available re- 
sources, including the conversion 
of resources, to meet objectives. 


Selection from range of alternatives. 


A time span typically in days and 
weeks. Time from problem recog- 
nition tc choice typically days. 


Tend to repeat periodically. 


Some complexity but often experi- 
ence from similar previous situa- 
tion. 


Attempts usually made to minimize 
risk. 


Some uncertainty, but data gener- 
ated internally to firm rather than 
environmentally. 


Internal ~ policy from strategic level, 
feedback from operations. 


Operating 
Concerned with performing opera- 
tions. 


Programmable, definable rules; prob- 
lems usually identified at higher 
level. 

Usually short time span тісго- 
seconds to weeks. 

Highly repetitive. 


Usually simple and straightforward. 


Risk free. 


Deterministic — no uncertainty is 
recognized, 


Advice and instructions from тап- 
agerial level and measurements of 


level. 


Computers in the hierarchy 


Some authorities describe how computers are being 
integrated into business systems and are progressively 
taking over decision functions from managers. Others 
state categorically that computers cannot make decisions. 
The resolution of the apparent conflict depends, of 
course, on the meaning attached to ‘decision’. 


Colloquially, a decision tends to be thought of as a 
choice made at a moment in time — the decision to go 
to bed or the decision to re-order a stock item. Where 
a decision is a choice made at a point in time according 
to specific and well-defined rules we could say that the 
decision is programmable and, quite clearly, a computer 
could make it. Examples of computer decision making 
at this level (the operating level) are legion - control in 
an automated steel strip mill, auto-pilots and landing 
devices, type-setting by computer, automatic stock 
re-ordering, computerized credit control, switching 
in communication systems, and so on. 


To those who deny the computer a decision-making 
ability, operating decisions — as we have described 
them — are not classified as decisions since for a given 
set of conditions under a given set of rules there is only 
one outcome possible; in other words, by following the 
program the decision is automatic and we ought not 
to think of it as a decision. At this point we run into the 
danger of engaging in semantic quibbles but it seems 


resources. 


important to recognize the nature of decisions, or the 
decision process, at the operating level. 

A more useful view of a decision is as a process 
through time, starting with the recognition of the issue 
or problem which gives rise to the opportunity or 
need for a decision, through data collection, analysis, 
synthesis, evaluation and, finally, choice; with im- 
plementation providing feed-back data. At the higher 
levels a decision process may take a considerable time 
and the most. significant step is not the choice, as 
popular belief would have it, but the first one — 
recognizing the opportunity or need for the process to 
begin. 

'The suggestion that a manager's decision-making is 
being whittled away by the computer does not differen- 
tiate between the operating and higher-level decisions. 
What is actually happening is that many decisions 
thought by managers to be the result of long experience, 
considerable intuition and complex decision processes, 
have been discovered to be programmable. Conse- 
quently the functions of some middle managers are 
being affected. Clearly this process either reduces their 
role or provides an opportunity for greater concen- 
tration on the decision process at a higher level for 
"which they ought to be fitted. 

At the managerial and strategic levels, however, we 
still need the decision processes that only human 
beings can perform. We shall not consider in this 
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article the possibility of heuristic computer programs 
that might be able to simulate the human brain function 
and hence be applied directly to the higher decision 
' levels. For the foreseeable future, at the managerial 
and strategic levels, we need the decision processes 
that only people can perform. 


Information for managerial decisions 


There are a number of ways in which computers are 
being used to assist in the making of managerial 
decisions. We shall review them under three heads — 
logistic systems, quantitative methodologies and simu- 
lation models. ; 

Many of the attempts at ‘integrated information 
systems’ are seeking to capture, process and store once 
only, the significant data generated in the business at 
source. Fundamentally they are seeking to provide 
basic data, suitably summarized and analysed, on all 
relevant resource movements and states — that is, on 
materials, men, machines, money (or more correctly 
funds flow) and customers’ orders. The effect will be a 
logistics system enabling the manager to examine 
the state of, and changes in, any of the significant 
resources. 


Many more difficulties are being found in the : 


engineering of logistics systems than were popularly 
expected. These seem to arise at a number of places — 
at the initial measuring of the resource movement, in 
data transmission, in the computer complex (particularly 
in the suitability of programming languages) and in the 
reporting to the decision maker. In some cases little 
more seems to have been achieved than the automation 
of the existing manual information methods; in other 
cases, however, considerable effort is being expended 
in seeking to identify the relationships between rescurce 
movements. 

The commitment in’ both capital investment and 
man/years of systems design time and programming 
can make the logistics system very costly — yet, if we 
accept that information is the primary resource of 
management, information handling is fundamental to 
the on-going concern. Another danger which is hardly 
recognized is the inflexibility of some logistic systems. 
The investment in systems can produce an argument 
against adaptation; and adaptation is essential in a 
changing environment for survival. 

A further computer use at the managerial level is 
in the application of various quantitative methodologies 
to data to be used in the decision. The best example is 
linear programming applied to resource data to assist 
in the manager's allocation problem. These methods 
have been extensively adopted in oil companies and 
others, such as food processing, where product mix 
problems affect the corporate results significantly. 
Other examples can be found in the application of 
statistical techniques to data, such as regression 
analysis. Network analysis, programmed for computer 
use, can be used to assist the manager in his planning 
and control decisions. 
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Simulation models, of part of a production process or 
distribution network for example, can be used by the 
manager to assist in decisions about the utilization of 
resources, both in determining the likely effects of 
adopting certain tactics and in maintaining control 
subsequently. It can be argued that an integrated 
logistics system which is updated in phase with 
happenings in reality (real-time) has all the attributes 
of a simulation except, perhaps, the ability to experi- 
ment. А logistic system of an air-line, containing seat 
reservation, flight monitoring, staf location and all 
other resource allocation and state sub-systems, 
becomes in effect a simulation model of the operating 
systems. 

The literature now contains many detailed descrip- 
tions of quantitative and simulation methods applied of 
managerial problems. It would seem that the account- 
ant in management concerned with the provisions to 
relevant information for management's decision will 
need both the awareness of the opportunities provided 
by computer systems at this level and the ability to 
work as a member of a team addressing itself to 
information system problems. 


Decisions under conditions of uncertainty 


The area of greatest speculation in the potential of 
computer use has probably been in strategic decision 
making. The science fiction writer has pictured the 
automated boardroom with its push-button control, 
visual displays, with the distant hum of the company- 
wide simulation model in the background, whilst a real- 
time profit and loss indicator ticks away on the solitary 
desk. But what of reality? Such visions emphasize 
the danger of dreaming about systems without es- 
tablishing their objectives. Now that уге have identified 
a strategic level of decision which has a long-time 
horizon, a minute-by-minute profit and loss account, 
for a start, is nonsense. 

Nevertheless we should not presume that computers 
cannot assist the strategic decision maker. Again let us 
consider these under three heads — storage and retrieval 
of environmental data, reporting of internally generated 
data, and simulation models. 

Strategic decisions are predominantly concerned 
with the firm in its environmental setting. At the 
moment we can only hazard a guess at the way in 
which environmental data is utilized by the business 
man in formulating the strategic decision. With the 
explosion of environmentally generated data to which 
the strategist is now exposed, there are major oppor- 
tunities for the abstracting, storage and retrieval of 
relevant information. То do this economically, however, 
much work is necessary on the nature of the strategic 
decision and the decision makers’ information needs. 

The actual presentation of the data to the decision 
maker is likely to take many forms. The obvious one is 
the computer print-out, both on pieces of paper or 
projected on a screen. Work is being done on the use 
of cathode-ray tube displays for the presentation of 
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management data, not only depicting figures but also 
diagrammatic representations, and the use of moving 
displays to demonstrate the dynamic movements in 
data. 

It is quite likely that the strategist will make use of 
a console or other device to call for data within the 
information system, particularly for further details 
supporting information that he has already received. 
It must be emphasized, however, that the nature of the 
system supplying data to the decision maker is, itself, 
only an operating level system. It is the system of 
which the decision maker is a component that forms the 
strategic system. It is easy to bestow on the computer a 
higher level of participation than is, in fact, being 
achieved. 

An extension of the console type of information 
'communication to the decision maker occurs where 
the computer program enables questions to be asked 
and various routines applied to data, either already 
witbin the complex or submitted by the inquirer. 'T'his 
is the ‘conversational mode’ of which great hopes have 
been expressed. Having identified himself to the 
computer, the user of such a system can, in effect, 
use the computer as an extension of his own thought 
processes by calling for relevant data, submitting 
further data, applying available statistical tests to 
data, entering his own program to be applied to data 
and so on. If the present problems of perfecting suitable 
'supervisory programs can be overcome and sufficiently 
large computers can be linked into the system, such 
a possibility will develop beyond the current state of 
use within academic and scientific complexes into 
general use in business. Recognize again the use that 
is being made of the computer in decision making. 

Finally, let us look at the use of simulation models to 
assist the strategic decision maker. Potentially this is, 
perhaps, the most significant area. Broadly there are 
two types of simulation: the first is concerned to 
model either internal processes in the business or 
macro-environmental systems including the business, 
‘the second is the modelling of the specific strategic 
decision including the uncertain future events that the 
decision maker thinks significant and his expectations 
of those events occurring. 

'The simulation model of internal processes in the 
business is essentially the same as the simulation model 
we discussed previously supplying data at the man- 
agerial level. Perhaps it might, at a slightly higher 
level of abstraction, include more resource interaction 
in a more general way and provide a broader picture. 
'The macro-model might cover distribution outlets, 
customers, competitors, for example, and could be 
used to test the result of a decision. It would be a 
model enabling the ‘what-would-happen-if-we-did- 
so-and-so' type of question to be answered — within the 
limitations of the model. 

The simulation model of a specific decision, in- 
` corporating the concepts of statistical decision theory, 
offer a great potential to the strategist. Conventionally, 
strategic decisions — involving as they do risk, un- 
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certainty and complexity — are thought of as the 
province of the business man using ‘hunch’, experience 
and intuition. Now it is being discovered that much of 
the decision maker's 'feel' for the situation can be 
quantified. 

It is not possible in this article to elaborate on the 
theory behind such simulations, but a simple example 
will illustrate the approach. A business man faced the 
problem of whether to invest in a new technological 
development of relevance to his product. You might 
think that the number and uncertainty of the variables 
involved in this decision ruled out any chance of 
modelling. However, he was able to identify four 
variables the outcome of which, he felt, would be most 
likely to influence the outcome of the decision. These 
were: the chance of production success of the new 
technology; the advent of Government legislation 
affecting his existing processes; the possibility of 
material shortages which would affect the existing 
process but not the new; and the chance of price 
increases adversely affecting the new technology. 

Having identified these uncertain future events he 
was able to express the likelihood that he felt for them 
occurring. On each of the variables a statistical dis- 
tribution was drawn representing the range over 
which the decision maker thought there was a pos- 
sibility, and his expectations throughout that range. 


-For example, he thought that the price increases might 


be anything from 1 to 19 per cent with a distribution 
showing a heavy expectation around the 7 per cent 
point. Now the variables and the expectations of them 
occurring were built into a computer model and re- 
petitive trials were run with, on each pass, the likeli- 
hood of the variable occurring being weighted with the 
business man's expectation. The results from the 
trials were summarized and those occurring most 
frequently represented the most likely outcome for 
that decision maker using the variables that Ле identified 
as being most important and weighting them according 
to his expectations of them occurring. 

Such simulations have been applied to new-product 
launches, capital investment decisions and financing 
decisions. Here we see the computer being used as a 
means of handling those variables and expectations 
recognized by the strategic decision maker; in other 
words, his ‘hunch’ has been quantified. 


Conclusions 


The use of computers in business has been related 
to a three-level decision hierarchy showing the type 
of computer participation at each level. Much of 
the contemporary work is in information systems at 
the operating level. A recognition of the needs of the 
decisions at the higher managerial and strategic levels 
introduces a consideration of complex man/machine 
systems with which information technologists, in- 
cluding accountants, will become increasingly involved. 
The focus must move from the provision of data to the 
information needs of the decision. 
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The Interpretation of Accounts – | 


With Special Reference to the Return on Capital Employed 


HEN І first joined the accountancy profession as an 

articled clerk in the late 19208, a balance sheet still 
meant little more to the majority of people than a summary 
of the private ledger balances and a trading profit and loss 
account was simply a means of arriving at the distributable 
profits of the company for the accounting period. Long 
arguments took place on the make-up of the trading ac- 
counts, but these were almost entirely concerned with the 
order in which items should appear and no particular 
significance was attached to any item other than to say how 
it compared with similar expenditure for the previous year. 


2. Since those days matters have changed enormously 
and published accounts, let alone the company’s internal 
accounts, provide a wealth of information for the intelligent 
reader, albeit still not as much as is desirable from the point 
of view of an outsider, although many boards think that too 
much is disclosed already, particularly if they are inefficient. . 


3. One's view of accounts is obviously coloured by the 


purpose for which they are being examined. Published 
accounts are, naturally, mainly of use to investors (and to 
the investment analysts who advise them) who in general 
have few other sources of information on which to form a 
judgement of individual companies. For this reason the 
Stock Exchange requires the publication of more informa- 
tion than is demanded by the Companies Act itself, and 
without this additional information, in particular the figure 
of turnover, it is easy to draw the wrong conclusions. 


4. In spite, however, of the current vogue of investors to 
judge profitability by reference to return on capital, however 
defined, advanced opinion, particularly in the U.S.A. is 
turning once again to the earnings return on equity invest- 
ment as the ultimate criterion. This reversal of trend is due 
to the effect which gearing can have on equity profits. 
Gearing itself has become more popular in well managed 
companies in spite of its inherent risks, because of our taxa- 
tion system which puts a premium on the raising of capital 
by borrowing rather than by the traditional method of 
-ordinary share issued. (C.S.O. Financial Statistics show that 
at the moment less than 20 per cent of company capital takes 


the form of long-term loans, but on current trends it can be. 


expected to rise to perhaps 25 per cent in the next decade.) 


5. The main reasons for which people seek to interpret 
accounts of companies are firstly for investment appraisal 
either by prospective new investors or by old shareholders 
who wish to see how their directors have looked after their 
money; secondly by management wishing to compare its 
performance both as regards profitability and utilization of 
assets with that of other similar companies whose accounts are 
available; and thirdly by prospective lenders or suppliers who 
wish to judge the credit-worthiness of a would-be borrower. 


‚6. An investor will, of course, look at the accounts in a 
different manner depending upon whether he is interested 
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in capital appreciation or in the prospective income that he 
will receive. In the former case he will want to see that assets 
are fully employed and that the return on capital employed 
is increasing, he will also want to see that a fair degree of 
gearing is present in the capital structure of the company. 
In other words that the company is well managed and dy- 
namic. If he is interested primarily in income he will want 
to know that the company has plenty of assets, even though. 
under-employed, and that che company has a steady, even 
if not spectacular, profit record with a well covered dividend 
so that he can expect his dividend to be maintained even in 
hard times. 


7. However, interpretation for any of these purposes is 
conditioned by the amount of information available. 
Companies are not obliged, even by the Stock Exchange, 
to disclose many figures which would enable some of the 
more critical ratios to be calculated. It was at one time 
suggested that the General Undertaking to the Stock 
Exchange (which has to be signed by companies seeking a 
quotation) should require the disclosure of turnover, but 
although the,latest edition does ask for the contribution to 
profits of differing operations it has been left to the new 
Companies Act to obligate companies to show their sales 
figures and to disclose the total number and pay of employ- 
ees, Admittedly this information can be misleading unless 
it is carefully used but it is nevertheless better than nothing. 


8. A substantial investor in a private company, and cer- 
tainly its management, would be in possession of all the in- 
formation which the company’s own accounting system 
permitted, but they would be unlikely to be in possession of 
similar information for other companies and so would be 
unable to make valid comparison with them; unless of 
course the company was taxing part in one of the schemes 
conducted by the Centre for Inter-firm Comparison where 
many ratios of the trading figures as well as of the more usual 
balance sheet items of firms similar to themselves are made 
available to participants. 

g. Although published accounts do not give as much in- 
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formation as is desirable for comparison purposes, much 
additional information can be culled by careful reading of 
chairmen’s speeches and the statistical summaries published 
by many companies with their accounts. 


Interpretation of accounts 
то. Before even looking at the accounts one would have'to 


find out the business in which the company was engaged, · 


as it is obvious that although the proportions between the 
various types of assets employed and even, in many cases, 
their value should be similar in businesses of the same 
type of industry, the ratios will inevitably be different in 
other industries and even between firms in the same in- 
dustry when they are dissimilar in size or in the conditions 
in which they operate. 

rr. Any interpretation will naturally start with the 
balance sheet itself and will be concerned firstly with 
establishing the order of magnitude of the figures given and 
the amount of detail which can be extracted. Particular 
attention will be paid to the descriptions attached to each 
asset or class of assets as they could alter the whole weight 
to be attached to any particular item. For example, land and 
buildings can be either freehold or leasehold and if the latter 
one would want to know the terms of the lease as it could 
terminate in the near future, possibly involving the com- 
pany in either the payment of a much higher rent or a costly 
removal to new premises and, in either case, a considerable 
claim for dilapidations. 


Comparative balance sheets 


12. It is a usefu! exercise, before examining details of the 
balance sheet, to draw up a statement comparing the balance 
sheets over a number of years and seeking explanations of 
trends in the figures as well as of any significant variations. 
From such a statement it is possible to see, for instance, that 
stocks have been rising over the years quite out of propor- 
tion to other current assets. The question immediately arises 
as to whether the company is accumulating surplus stocks, 
or if it is the result of a change in the pattern of trading such 
as would arise if a company previously supplying whole- 
salers decided to supply the retailer (or consumer) direct 
and thereby transfer the burden of stock holding from the 
wholesaler to itself. Similarly it can be seen from such a 
statement whether or not the investment in plant and 
machinery is being maintained, or if the bank overdraft is 
increasing — which would indicate the likelihood of a fund- 
ing operation. 


13. After having looked at trends one would consider the 
relationship between the different groups of assets (and 
liabilities) and the manner in which the gross assets of the 
business have been financed. 


Capital structure 


14. First, one would consider the capital structure of a 
company, not only in regard to its borrowings but also in 
regard to its issued capital and reserves. In public com- 
panies revenue reserves are unlikely to get unduly high as 
otherwise the share price can be expected to get too heavy 
and a bonus issue would be made by the directors in order 
to redress matters. This seldom happens in a private com- 
pany and consequently the reserve position must be 
watched particularly by a lender, as revenue reserves are 
distributable. Accordingly an institutional lender to such a 
company will always insist that only a reasonable proportion 
of reserves remain free for distribution, usually by making 
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a capitalization issue one of the conditions of the loan. 


15. The division of issued capital is important from an 
investor's point of view (although immaterial to a competi- 
tor) and it is necessary to know the rights of the different 
classes of shares if there are more than one. If prior capital 
is all preference shares — are they redeemable ~ if so when? 
and at what price? Will the company be in a position to re- 
deem out of its own resources and if not can alternative 
arrangements be made? Preference shares are, of course, 
expensive luxuries in these days due to the charge for cor- 
poration tax and consequently early redemption is usually 
desirable but its effect on the company’s finances must be 
considered, as all shares have the effect of increasing the 
borrowing base and the substitution of loans for preference 
shares is not always in the best interests of the company. 


16. Тћеге may also be ordinary shares with special divi- 
dend rights, although apart from the shares of controlling 
shareholders on which dividends may have been waived for 
tax purposes, these normally only occur in unquoted com- 
panies. 


Loans and gearing 


17. Looking at liabilities, the normal methods of business 
finance are, firstly to obtain as much trade credit as is 
reasonably possible, secondly to raise money from the bank 
and only then to consider the more permanent types of 
finance such as loan stock, debentures, mortgages, and share 
capital — which itself may take many forms. 


18. At this point one would examine the ‘gearing’ which 
is the relationship between the company's borrowings and 
its share capital. 


тд. Borrowings, not only from the bank, must be care- 
fully examined as a ratio of medium and long-term loans 
greater than one-third of net assets before such borrowings 
(or 5o per cent of capital and reserves which is the same 
thing) is considered to be unhealthy in most businesses, not 
only from the point of view of the lender who likes a three 
times asset cover, but also from that of the company as in- 
terest on loans must be paid irrespective of profits. In some 
businesses, notably banking and hire-purchase finance, it is 
accepted that borrowings will form a major source of furids 
but in these cases the assets which have to be financed are 
immediately (theoretically at least), or quickly, capable of 
being turned into cash. 


20. The correct balance of gearing is, however, important 
to a company in that the 'after corporation tax' cost of 
borrowings is less than 5 per cent per annum in most cases, 
whereas the comparable dividend returns on ordinary 
capital is at least 74 per cent and if one takes into account 
the cover normally demanded, nearer 12} per cent. Con- 
sequently the more that can be safely borrowed the better 
the return to the equity shareholders. This can, of course, be 
overdone in that in an overgeared company a relatively 
small fall in profits before interest can have a quite dis- 
proportionate effect on, and can even extinguish, the profits 
available for ordinary dividends. On the other hand, if a 
company is undergeared, that is not raising a reasonable 
amount of its capital requirements in the form of loans, then 
the directors can be accused of financial incompetence. 


Fixed and current assets 

21. Turning to assets, it is expected that fixed assets 
should appear adequate (from the background knowledge 
of the interpreter) for the purpose of the business; for ex- 
ample, if plant and machinery appeared as a very low figure 
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in a manufacturing business, it would be immediately esked 
if there was a plant obsolescence problem, which might in- 
volve the company in heavy capital expenditure in the near 
future; or alternatively, although unlikely in some of the 
more capital intensive industries, whether plant had been 
leased and if so on what terms. Alternatively, if plant and 
machinery appeared to be too high a proportion of total 
assets, the question of under-utilization arises. It would 
also be hoped that a substantial proportion of the value of 
fixed assets (other than that part financed by mortgages or 
debentures) had been paid for out of capital and reserves, 
rather than by medium or short-term borrowings. 


22. The basis of valuation must also be ascertained, as 
must depreciation policy, for assets at a recent valuation 
would be a vastly different figure to that of historic cost less 
depreciation and one would get an entirely erroneous imores- 
sion of the business if one basis was mistaken for the other. 


23. One would next look at the relationship between fixed 
assets and net current assets; although it is not possible to 
lay down any hard and fast rules in this regard as the ratio 
varies from industry to industry, within any particular in- 
dustry it should be fairly constant. For example, in heavy 
engineering one would expect a very high proportion of a 
company's resources to be invested in fixed plant and build- 
ings and relatively little in net current assets (although the 
very nature of heavy engineering imposes a longer than 
average production cycle so that the work in progress figure 
itself could be above the normal for most industries). 


24. On the other hand, а merchanting company could be 
expected to have few fixed assets but large current assets 
of which stock and trade debtors (possibly financed by bank 
overdrafts) would be of equal value. 


25. 'The relationship of current assets to current liabilities 


must also be considered as although a company may have a: 


surplus of net current assets it may be very low as a pro- 
portion of total current assets; ideally current liabilities 
should be not more than half the value of the current assets. 
Similarly liquid assets, that is readily realizable assets, such 
as debtors and cash, should be compared with current lia- 
bilities to be sure that the company is in a position to meet its 
creditors. А. company with a bad payments record is usually 
in a very poor bargaining position when it comes to getting 
quick deliveries from its suppliers or to getting keen terms 
not only to help its own profitability but maybe to get its 
prices low enough to get that wanted export order. 


26. If cash and investments are high the effect would 
naturally be to increase the ratio of current assets to liabili- 
ties, which although sound from the viewpoint of creditors 
may indicate a lack of dynamism amongst the directors, un- 
less they have large capital expenditure plans in hand. 
Surplus liquid assets are simply a temptation to the take- 
over bidder. 


Valuation of assets 


27. In any examination of accounts the question of the 
value of fixed assets arises and there has been much con- 
troversy in the past, although it seems to have died down at 
the moment, as to whether fixed assets should be shown at 
current value or at historic cost after deduction of deprecia- 
tion. Naturally if one is seeking to find the break-up value of 
a company on a liquidation one wants to know yet a third 
value, that is the realization price of its assets, but this is 
unlikely to be the same figure as the value which would be 
shown as current value had a revaluation of the assets been 
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made on a going concern basis. For this reason I feel a 
valuation of zssets is, for most purposes, pointless although 
I will return to this point when discussing return on capital. 


28. Arguments arise, of course, on the basis of providing 
for depreciation but it is incontrovertible, from a costing 
and price-fixing point of view, that the calculations should 
be on current values. Published balance sheets are not, how- 
ever, drawn up on a ‘costing’ basis and the method of arriv- 
ing at depreciation must be ascertained if at all possible in 
case one wishes to adjust the value of fixed assets by the use 
of indices to ascertain a notional current value. The depre- 
ciation charge being in many cases an indication of the age 
of the assets, An item of even greater importance is some- 
thing which is seldom shown in published accounts, that is 
the state in which the fixed assets of a company have been 
maintained. When accounts are being interpreted for 
management purposes naturally the management is aware 
of the state o the assets and whether or not adequate pro- 
vision has been made for necessary repairs, but an investor 
must perforce look for other indications such as the amount 
expended on asset replacement in recent years, or if de- 
tailed accourts are available the annual expenditure on 
repairs and renewals (although in the latter case it is pro- 
bable that a physical inspection could also be made). 


29. The basis of valuation of stocks 18, as everyone knows, 
of paramount importance as a small change in the basis of 
valuation, for example the inclusion or exclusion of over- 
heads could make an altogether disproportionate change in 
the level or trend of profits. Auditors do their best but they 
are not always in а position to say whether or not stock is 
obsolete, as Сце to a change in fashion it is quite possible 
for a particular item to be out of date almost as soon as it is 
made. This would apply particularly in the fashion in- 
dustry but could also happen just as frequently in engineer- 
ing where techniques are changing all the time, or in a 
factory producing consumer capitel goods where it can be 
necessary to make a small change in the design of a com- 
ponent either for technical reasons or to give an article 
a new look ir. presentation, which makes all stocks of that 
component useless except as scrap. Apart from valuation, 
stock turnover is of great importance and although detailed 
breakdowns are not always available even the crude ratio of 
sales to stock, especially if compared with the same ratio in 
another similar company, can tell а lot. It is, however, easy 
to be misled if the sales in the last months of an accounting 
period have r-sen steeply, as the rise in the ratio of stock to 
the annual sales figure would in most cases appear as an 
unduly low stock turnover, although in fact stocks would 
have been necessarily increased to deal with the higher sales 
(or it may ђе Zor an anticipated increase in sales). 


30. Stocks may also show increases for other reasons such 
as a change in production or procurement methods ге- 
quiring the stocking of additional semi-finished com- 
ponents or it may simply be that the cost of raw materials 
has increased dramatically as happened recently with 
copper and is happening at the time of writing with silver. 
Again it may be decided to introduce a new product or a 
new model ard this would require the stocking not only of. 
components for the new product but also of sufficient of the 
old product to bridge the gap. In comparing stocks (or апу- 
thing else for that matter) from one year to another it must 
be asked whether or not the current year is representative — 
as it is not unknown for a normal stock holding to be 
questioned merely because the stock at the previous year- 
end was abnormally low either absolutely or relatively. 
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31. Debtors can usually be assumed to be worth their 
book value as it is comparatively easy for a competent 
auditor to check that trade debts have been received. A 
similar calculation to stock holdings can be made to show 
the number of days debtors are outstanding, but care must 
again be exercised that the turnover is representative of the 
last two or three months’ sales. 


Revenue accounts 


32. In general, published profit and loss accounts give 
very little useful information other than the profit of a com- 
pany and the taxation payable thereon, although under the 
new Companies Act it will be required to show turnover 
both in total and by departments where it is material. 

33. Investment anzlysts do, however, derive some useful 
percentages even from the meagre details available – these 
are the ‘priority percentages’ which are shown on the cards 
provided by the statistical services and indicate the propor- 
tion of a company’s net income required for the service of 
prior charges such as debenture interest and preference 
dividends as well as that required for payment of ordinary 
dividends and retentions. 

34. It is also possible at this stage to obtain a crude per- 
centage of the net return on capital employed, of which 
more later. 

35. It is advisable to assess the cash flow of a company 
which can be ascertained in a rough and ready manner from 
published accounts, although to get a reasonably accurate 
picture it is necessary to have access to management infor- 
mation. The crude addition of depreciation to profit reten- 
tions does not take into account future requirements of 
working capital, although it may be possible to ascertain 
the capital commitments which have to be met thereout, 
from the accounts themselves or from the chairman’s 
statement. The cash flow itself is important in making an 
assessment of the manner in which any future expansion of 
business could be financed. Certain types of business which 
have a very high cash flow become self-financing but many 
others, if they are to expand, must have regular recourse to 
outside sources, either for loan capital or for more per- 
manent equity. 

36. It will be apparent to anyone reading the financial 
pages of the daily press that the majority of successful com- 
panies are not self-financing but are always returning to the 
market to ask investors to put up more capital of one sort or 
another. In order to raise this additional capital they must 
show, if it is a loan, that future profits will be adequate to 


service the loan both as regards capital and income and #' 


they do not, at the same time, show their existing share- 
holders that their dividends will be at least maintained they 
will be refused the necessary authority to borrow the addi- 
tional sums required. Similarly, if a rights issue is to be 
made, shareholders vill insist that their capital and income 
rights are not watered down. This can only be done by 
showing that an adequate return has been made on the 
capital already subscribed. 


37. It is to be assumed that nowadays the majority of 
companies have detailed management accounts in one form 
or another for their own use, although these would aot be 
available to the public at large. Their interpretation is a 
separate subject with which I do not propose to deal. In the 
absence of such specially prepared accounts, useful conclu- 
sions can be drawn from the trading and profit and loss 
accounts of a company by comparing a series of years’ 
accounts with one another. Attention in such cases would be 
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paid, particularly to the trend of sales and of gross profits as, 
although it is difficult to compare the gross profits of differ- 
ent companies as no two ‘draw the line’ at the same point, 
an individual company can be expected to be consistent in 
its accounting practices. The other items in the accounts 
would also be examined and where any significant variation 
occurred an explanation sought. 


38. Access to the detailed accounts is, however, seldom 
given to general investors and they must, therefore, make 
do with published information. 


Business ratios 


30. So far І have considered the interpretation of accounts 
mainly from the point of an individual company and have 
pointed out the relationships for which one looks between 
various assets and classes of assets and liabilities. Of much 
greater interest, however, is the comparison of one company 
with another or others in a similar business. ТЕ is a truism to 
say that no two companies are alike and it is consequently of 
little value merely to compare accounts (and amounts) line 
by line. We must, therefore, turn to the comparison of ratios. 


40. Business ratios of one sort or another are of use not 
only when assessing (and explaining to a limited extent) the 
performance of one company in relation to that of its com- 
petitors (by comparison. of the published data generally 
available) but also in assessing the performance of the com- 
pany itself from year to year to see whether or not it is show- 
ing improvement as well as in the setting of targets to help 
increase its efficiency. 


41. It is, of course, of the utmost importance in our 
modern competitive economy that all the resources avail- 
able to a company in the way of physical assets, finance and 
manpower should be put to the best possible use, but it is 
only by the comparison of performance with other similar 
firms that it is possible to judge the efficiency with which a 
company employs such resources. It is also by such means 
that one is able to pinpoint with varying degrees of accuracy 
the areas in which a company falls short of the best and en- 
ables causes to be sought so that the necessary remedial 
action can be applied. Тће ultimate test for the comparison 
of one company with arother is of course the 'return on 
capital employed'. 

42. Similarly one of the most useful tools in the manage- 
ment of any organization is the setting of targets, preferably 
by the board, against which future performance can be 
measured and which give the executive an objective to be 
attained. Although the absolute figure of profits (or at lower 
levels — expenses) is sometimes employed for this purpose, 
the setting of such a figure does not always take into account 
the use made of assets avzilable or increased profits obtained 
by the uneconomic use cf additional resources, or of other 
factors favourable or unfavourable, outside the control of 
management. Consequently we turn once again to the con- 
cept of ‘return on capital’ which is based on the most 
profitable use of the assets available. © 


Return on capital 


43. Although the concept of 'return on capital is easily 
understood, its application in practice raises a whole host of 
problems. Not only must both profit and capital be defined 
in unmistakeable terms, but if it is to be used as a target 
figure the actual rate of return expected must also be deter- 
mined. 'T'his rate can be fixed as that obtained by the best 
company in the particular industry or it can be that of the 
median firm or to be slightly higher than the existing return 
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in order to provide an incentive to effort. It must not, of 
course, be unattainable or it will lose its point. It is certain, 
however, that in normal circumstances it will be at least as 
great as the cost of raising new capital. Existing share- 
holders may be prepared to provide new capital at a lower 
rate of return on capital if the current return on investment 
is higher than the industry norm, but new investors will 
always consider the anticipated return оп alternative invest- 
ments with an equal risk factor and this rate must be 
matched by any seeker of finance. 

44. ‘Return on capital employed’, hcwever the elements 
are defined, is compounded of the percentage of profit to 
sales, multiplied by the frequency of turnover of capital em- 
ployed in relation to sales and can be expressed as an 
equation thus: 


Profit | Sales Profit per cent 


Capital Employed Capital Employed 

45. This simple formula, which is self-evident, must, to 
be of use to management, be supported by other ratios which 
show how the final ratio has been determined; for example, 
the ratio of profit to sales is derived fror1 the cost of sales as 
a percentage of turnover, and the cost of sales itself can be 
broken down into production costs together with overheads, 
including distribution, administration and financial ex- 
penses, all expressed as percentages of sales or turnover. 

46. A table is attached which shows the relationship of 
some of the factors affecting return on capital and this can 
easily be expanded to produce as many ratios as are con- 
sidered desirable. 
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Relationship of factors artecting return on capital 
employed 
Return on Capital Employed 


Profits 


multiplied by Sales 


Sales 
Fixed Assets 


Sales 
Current Assets 


Overheads 
Sales 


Gross Profit 
Sales 


Materials, Admin. 
Labour, etc. ‘Sales, 
Sales Distribution, 
| | іс 
Sales Sales 
Stocks Debtors 


This table саг, of course, be extended almost indefinitely by 
further subdivisions (as well as by using different definitions 
of Capital Employed). (To be concluded.) 


etc. 
Sales 


Business Efficiency Exhibition. 


Vast Display of Office Equipment at Olympia 


VER one hundred and seventy companies will be exhibiting some two hundred new office machines, systems 
and items of other equipment manufactured not only in the United Kingdom but also in other parts of the 


world at next week's Business Efficieacy Exhibition, at Olympia, London. Organized by the Business Equipment 
Trade Association, the exhibition will cover some one hundred and seventy thousand square feet on both the 
ground and first floors of the Grand and the National Hall. 

Atan inaugural luncheon next Monday — preview day for specially invited guests of the industry and the Press — 
Sir William Fiske, chairman of the Decimal Currency Board, will offic-ally open the exhibition. It will be open to 
the general public from Tuesday, October 3rd, to Wednesday October 11th, from то a.m. to 6.30 p.m. (4 p.m. 
Saturday), admission 7s 6d. Overseas visitors can obtain free admission by calling at the overseas reception desk. 


Emphasis will be placed by many exhibiting companies on the adaptability of their products to decimalization 


in anticipation of the change-over to the United King- 
dom’s currency that will take place in 1971. Ranging in 
size from electronic computers to pocket paging 
receivers, the vast array of equipment will include 
photocopiers, dictating machines, typewriters, account- 
ing machines, safes, telephone answering machines, 
coin.and note counting and sorting machines, charting 
and plan-boards, intercommunicetion equipment, 
visible card records and systems, cash registers, 
microfilm equipment, duplicators and a host of others. 

This year, for the first time, a special computer 
section (National Hall, ground floor), has been іпсог- 
porated in one area of the exhibition. In addition, 


there will be a special students centre at which younger 
visitors can obtain practical experience by trying out 
some of the new equipment. 

Brief notes on some of the exhibits follow. 


Computers and Calculators 
OMPETITIVE price, simplicity of operation, high 
print-speed and instant change-over to decimal cur- 
rency аге important characteristics of Remington Rand's 
800 desk-size accounting computer. 
This production model has magnetic -stripe ledger card 
input and output and built-in facilities for paper-tape or 
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Remington's new 800 accounting computer 


tab-card input and output units. Though the 800 looks like 
a keyboard accounting machine, occupies only slightly 
more space and needs no air conditioning, it is an electronic 
computer. None the less, it can be operated by any intelligent 
girl after a few days training. It has internal core store 
capacity up to 11x aad operates on programs contained in 
special removable capsules. One capsule can store several 
programs, any of which can be called into operation by 
pressing a button. Capsules containing further programi 
can be changed by the operator as required. 

Double-sided magnetic stripe ledger cards with a capacity 
of up to 170 characters in each stripe provide unlimited 
external storage capacity. Since each ledger card also 
provides a full printed record, the Remington 800 neatly 
combines the advantages of electronic processing and the 
availability of a hard copy гесста. In basic form it is priced 
at £6,000. 


Remington Rand Ltd, 65 Holborn Viaduct, London ЕСт. 
(Stand 14.) 


FOR wages and confidential salaries the Anson payroll 
machine is of value not only to the wages office but also to 
the company secretary. It will produce in one operation 
a tax card, payroll summary sheet and pay statement. This 
single operation involving one writing only, eliminates the 
possibility of transcription errors and the laborious task of 
cross checking from: one record to another with, it is 
claimed, a saving in zime and labour of up to 50 per cent. 

А particular featu-e is the magazine into which can be 
loaded up to 150 pay statements. After each entry the com- 
pleted pay statement is ejected by the pressure on a lever. 
'This action also moves the payroll sheet up one line, ready 
for the next entry. There are no awkward spots with this 
machine, no bottom of the sheet difficulties, the design 
ensures that a comfortable writing position is maintained 
throughout the whole operation. The machines are available 
in a number of sizes, depending on the kind of payroll and 
extent of information required on the form rulings. 


Geo, Anson & Co Ltd, Solway House, Southwark Street, 
London Ет. (Stand 221.) 
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THE new Toshiba electronic calculating machine system, 
known as the BCT 1211, is claimed to be the world's 
first real ‘time-sharing’ desk calculating system. It is based 
on an integrated circuit machine console with up to eight 
satellite units feeding data into the console from distances 
of up to one hundred yards from it. Тће data from all the 
satellite units can be received by the console simultaneously 
and the answer is seen in the satellite display instan- 
taneously. Each satellite сап be operated simultaneously 
for different calculations. The satellites are light and com- 
pact, weighing less than 1o Ib. each. 

Each calculating station has a twelve-digit capacity with a 
floating decimal point. There is a memory device of twelve- 
digit capacity and one can multiply twelve figures by twelve 
figures to get a twelve-figure answer or divide twelve digits 
by twelve digits to get a twelve-digit answer. Similarly, 


'each satellite unit has a memory device of up to twelve 


digits capacity. 

The system with eight satellite calculating stations costs 
approximately the same as that of five separate calculating 
machines. Thus it has applications not only in cost offices, 
wages departments and general offices, where a large 
number of desk calculators would normally be in use 
but because of the distance that the satellite may be away 
from the console it will probably provide centralized cal- 
culating facilities in office blocks where machines need to be 
situated throughout different departments. 


ADM. Business Systems Ltd, ADM. House, Northfield 
Avenue, London W5. (Stands 40/45.) 





Toshiba ‘time-sharing’ calculating systern 


‘DATA transmission’ is the theme of English Electric 
Computers’ display. Terminals, both video and typewriter, 
will be linked on-line to a computer at the company’s 
Kidsgrove works, 147 miles from London. A series of live 
demonstrations has been arranged to show some of the 
many possibilities now available through the use of com- 
puters over large communications networks. Members 
of the public will be invited to converse with the computer 
in Kidsgrove on a variety of topics, the information being 
held on two of the company’s standard System 4 magnetic 
disc units attached to the computer. The person at the 
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terminal will be able to call down prepared display frames 
of data, each frame offering both useful information and a 
choice for following frames. 

Six video display terminals and two typewriter terminals 
are being used to mount the demonstrations, All the 
terminals can each be working on different programs (that 
is, different demonstrations) at the same time and the user 
will be able to switch from one program to another at will. 


English Electric Computers Ltd, Portland House, Stag 
Place, London SW1. (Stands 205/208. ) 


on exhibition for the first time is the De la Rue Automatic 
Cash System. D.A.C.S. as it has been called, has been 
designed in co-operation with Barclays Bank, and the 
system will usually be found set into the outside wall of a 
bank. Approved customers who have been issued with the 
special vouchers simply insert a signed one into a drawer 
in the machine and at the appropriate moment, shown by a 
lighted instruction, tap in their personal code number 
(known only to themselves and their bank manager). This 
machine then delivers £10 into a second drawer. 

This service costs the customer no more than an ordinary 
cheque, and the face value of a voucher. Unlike a travellers 
cheque, it is not debited to his account until it has been 
encashed in the machine. The voucher, which is valid for 
six months, contains all the information required by the 
banks to process it automatically in their usual cheque 
clearing system. 

In the course of time it is anticipated that D.A.C.S. 
machines will be installed at airports, hotels, stores, etc., 
and thereby inctease the availability of cash to the public, 
at places where it is most likely to be recuired quickly. 


De La Rue & Co Ltd, 84 Regent Street, London Wr. 
(Stand 121.) 


THE Factura 400 is the latest model in the Adler range of 
invoicing machines on show at the exhibition. 

For its input and output, the Factura is equipped with an. 
electronically controlled high-speed typewriter which 
prints out figures and symbols at a speed of twenty charac- 
ters a second. This speed of typing is made possible by the 


use of two sets of reinforced type bars and simultaneous | 


calculation and print-out. With the United Kingdom’s 
change-over to decimal currency in 1971, the Factura 400 
is of special interest as an immediate change from ш 
to decimal is available at the flick of a switch. 

There is a choice of up to five programs (sterling or 
decimal), four to sixteen core stores, three lengths of car- 
riage 13, 18 and 24 inches which with eleven-pitch spzcing 
allow 140, 200 and 270 characters respectively per writing 
line. The 18 and 24 inch carriages can be equipped with an 
automatic unit which feeds in and aligns documents for the 
next line of print in one operation. 


Office and Electronic Machines Ltd, 140 Borough High 
Street, London SEr. (Stand 18.) 


NEW to this country is the Akkord AC 6000 invoicing 
machine exhibited on the stand of Muldivo Ltd. Designed 
on ‘block-building’ principles the central unit allows for 
the addition of a wide range of peripherals, making it 


possible to extend the functions of the installation when the. 
need arises. The machine is equipped with magnetic-core . 


memories. Input and output capacities are sixteen digits, 
calculating capacity is eighteen digits and elimination is 
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fifteen digits. A numerical data storage capacity from ten 
up to one hundred memories with a constant capacity of 
sixteen digits each is included. 

The machine's output unit is the IBM 72 golf-ball 
head typewriter and the AC бооо is equipped with a 
separate input keyboard. This allows for touch typing of 
numerical information and functions; automatic lock-out 
against the calculator allows the entire form width to be 
used for text. 

Another new machine on MULDIVO's stand is the 
IME 26 electronic calculator designed to meet the demands 
of heavy general office use on more routine calculating 
tasks and it has an ample capacity of twelve digits. 

There are three operating registers as well as an accumu- 
lating register; fixed decimal points can be selected and set 





The {ME 26 electronic office desk calculator 


as desired and the autcmatic back-transfer ensures im- 
mediate processing of all values with or without display of 
intermediate results. Notable amongst other features is the 
simplified ten-keyboard which enables virtually untrained 
operators to use the calculator ‘blind’ at high speed and 
with accuracy. 


Muldivo Ltd, 28 Banner Street, London ЕСт. (Stand 99.) 


THE NCR зоо magnetic-card computer uses dual-purpose 
ledger or stock cards wita printed entries on one side and. 
magnetic data on the other, providing a visual check in a 
form which can automatically be input to the computer. 
Programming is simple sc that a firm’s accountant can write 
and amend programs himself. 

„То units— processor end control console — make up 
the basic soo system but this can be extended at any 
time by installing modestly priced input and output equip- 
ment such as automatic ledger-card reader, paper-tape 
reader and paper-tape punch. Furthermore, the system can 
be expanded still further with a range of peripherals includ- 
ing a line printer capable of speeds up to 125 lines a minute. 

The central processor has a storage capacity of 4,000 
digits held in the form of 400 twelve-digit words. This 
enables the computer to use programs far beyond the scope 
of mechanically controlled systems. Only twenty basic 
commands are used, each one identified. by а mnemonic 
description. The direct-entry console is combined with a 
console printer which accepts complete sets of working 
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documents. For example, invoice, statement and. sales 
journal can be produced simultaneously as part of.the 
data processing operation. 


. National Cash Register Co Ltd, 206 Marylebone Road, 
London NW1. (Stands 201 and 206-207. ) 


ON show for the first week adis at the exhibition after which : 


it goes to Paris for the SICOB show is the new Univac 9300 
computer. 

A small to medium scale magnetic aj system in the 
добо company's Series, the 9300 is compact, low-priced 
and versatile. Unusually easy to program, it minimizes the 
number and calibre of staff required and the time taken to 
get the system operating and is fully expansible on site; 
an extra memory can be installed or peripherals increased 
in number. and/or power with a minimum of disturbance. 
This makes it realistic to start with a minimal configuration 
and build up as the size and scope of applications increase. 


Univac Division, Sperry Rand Ltd, 65 Holborn Viaduct, 
London ЕСА. (Stand 204.) 


THE new Friden 5610 Computyper, which qualifies as a 
computer for investment grant purposes, is on show for the 
first time. The new machine is geared primarily, but not 
limited to, business applications such as invoicing, payroll, 
accounting, analysis and other commercial data processing 


tasks. Its advanced programming language makes the 5610 


an ideal machine for teaching advanced programming 
techniques in educational establishments. 

Programming is speeded up and simplified by the 5610’s 
own universal programming language composed of forty- 
four simple alphabetic command statements, such as add, 
divide, branch, and type. This means that a programmer 
simply writes ‘the program on a work-sheet in his own 
language, whether it be English, German, French, etc. 
"Then it is typed on the 2205 input/output station or another 
Flexowriter automatic writing. machine to produce a 
reference document. The 5610 automatically translates 





THE Я 
ACCOUNTANT 


' September 30th, 4967 


the alphanumeric program to machine language with its 
mnemonic translator and punches it into: a permanent, 
easily handled paper tape or tab cards for.re-entry to the 
machine when required. 

A horizontal tape transport is built into е: sóro' 8 
console desk. Set beneath a sliding transparent cover, it 
permits easy and fast handling of tapes. The 2205 input/out- 
put station, with a 20-in. carriage, transmits. data to. the 
electronic processor and prints out finished. documents. 
Input is automatic through punched tape, edge-punched 
cards, tab cards, or program control. Variable data can ђе | 


"manually entered via the electric typewriter keyboard. 


Output is in the form of printed documents and by-product 
tape/cards which can be used for further processing. | 


Friden Ltd, тох Blackfriars Road, London SE:. (Stand 
19.) · i | 


то meet the need for low-cost encoding of documents and 
cheques for computerized systems English Numbering 
Machines Ltd have developed two machines. The first is a 
magnetic ink and optical character encoding machine for 
printing single: documents or cheques with magnetic or 
optical character code lines. The number and/or symbol is 
printed in a fixed position on: the document. The magnetic 
ink characters сап be in either E-13B or CMC 7 fonts, 
whilst the : optical characters can-be in any. machine- 
readable font. 

The second new machine is a coe and document 
‘personalizing’ machine which has been designed. to meet 
the requirements of banks for ‘on-demand’ personalization. 
of ‘cheque books. This machine accepts a bound cheque 
book and automatically imprints each: cheque with the 
account number and account holders name. MICR 
account numbers are imprinted through an MICR ribbon 
for E-13B or CMC 7 codes. Codes may also be printed 
through a total transfer ribbon in any. optical character 
recognition font.. 


English Numbering Machines Ltd, 25 Queensway, 
Enfield, Middlesex. (Stand 94D.) 


A view of the tape transport section of the 
Friden 5610 computyper. 
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THE Olivetti P 203 is an electronic digital computer that uses 
programs recorded on magnetic cards. It comprises an 
expanded version of the Olivetti Programma тот electronic 
computer and the Olivetti Tekne 3 electric typewriter. 

The electronic calculating unit and the Tekne 3 tvpe- 
writer unit of the P203 can be used either together or 
separately. The memory is subdivided into ten registers – 
three operational registers, five storage registers and two 
program registers. The three operational registers M, A, 
and R, each have a capacity of thirty digits plus decimal 
point and sign, and are used in carrying out arithmetic 
operations. The five storage registers В, С, О, E and F 
each have a capacity of thirty digits plus decimal point and 
signs: they are used for storing numeric data (intermediate 
results and constants). Each one can be split into two parts 
that have a capacity of fifteen digits plus decimal point and 
sign. The two program registers can contain up to a total 
of sixty-four instructions. If there are more than sixty-four 
instructions, from the sixty-fifth onwards, up to a maximum 
of 160, the instructions occupy F, E, D registers in that 
order. 

Programs are entered into the computer’s memory using 
the P203's own keys. From the computer's memory the 
programs can be transferred to magnetic cards for external 
storage by simply passing the card through the reader/ 
recorder unit. 

This ability to switch virtually instantaneously from 
program to program means that one P253 can be used by 
research and development, statistics, costing, training, 
laboratory, accounts, drawing office — any department, in 
fact, which needs, but normally has no access to a computer. 

The computer control of the tabulation and spacing 
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The Rank Xerox Computer Duplicator. 


operations of the typing section of the P203 is such that 
almost any format can be produced. Entries and results of 
computations can be printed in linear form on pre-printed 
documents. Because of this facility the P203 is particularly 
suitable for complex invoicing where ca culations involve 
many different quantities and dimensions – i.e. a mixture 
of British and metric measurements covering area, volume 
and weight. 


British Olivetti Ltd, 30 Berkeley Square, London Wr. 
(Stand 305.) 


Copying and Duplicating 


NEW machine taking Rank Xerox into the computer 

market for the first time is the 2400 ТУ computer dupli- 
cator. It eliminates the bottlenecks and legibility commonly 
associated with producing multiple copies of computer out- 
put. The 2400 IV produces.direct from continous forms as 
many perfectly legible dry copies as required on ordinary 
paper at a rate of forty a minate. 

During copying, the standard large 15 by тт in. con- 
tinuous forms are reduced to the more easily handled т1% 
by 82 in. Ад page-size and smaller documents are copied 
same size. Copies are automatically collated into sets so 
that within half an hour of switching on the machine 
twenty sets of sixty pages are copied, collated and ready for 
binding and distribution. With the use of pre-printed over- 
lays, copies may be produced combining the data on the 
forms with the overprinted details, such as headings, guide- 
lines, etc. Computer users therefore need only stock blank 
fanfold single-ply stationery because all constant data and 
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form outlines can be printed оп transparant overlays suited 
for specific jobs such as incoiving, stock control, statement, 
production, etc. 


Rank Xerox Ltd, 338 Euston Road, London NW1. 
(Stands 36/49 and 17-28.) 


THE new 333 dry silver printer can be set to produce up.to 
twenty-five prints from microfilm aperture cards stacked 
in a 200-card carrier, without direct attendance by an 
operator. On automatic operation, the machine will make 
up to eight 18 in. by 24 in. copies a minute. 

The prints are made on dry silver paper, which uses a 
process developed by Microfilm Products Division Labora- 
tory of 3M. Only heat and light are needed to make prints. 
There are no chemicals, toners or other liquids used, and 
messy, time-consuming clean-up work is eliminated. This 
new machine is included in the 3M micro-system 1, which 
also comprises a processor-camera, card-to-card copier and 
reader-printer. Deliveries of the new printer are expected to 
begin at the end of the year. 

Also new is the 3M portable overhead projecter. Designed 
to project transparencies in normal room lighting from the 
front of an audience, the projecter allows the speaker to face 
his audience and to co-ordinate his own visual and spoken 
material. 

This model 0-88 portable projector is the size of a desk 
lamp, and, as its base is only 14 in. deep, it сап be used by a 
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person sitting at his desk without his view of his audience 
being obstructed. The short focal length enables a large 
image to be projected from a short distance. For example, 
a person using the unit on his desk, with a 4 ft. throw on 
the wall behind him, would have a picture 3 ft square. 


Minnesota Mining & Manufacturing Co Ltd, 3M House, 
Wigmore Street, London Wi. (Stand 212.) 


THE Statikon electrostatic copying machine makes dry copies 
on ordinary paper. Potential users can now look forward to 
making considerable savings in paper costs, because with 
the Statikon the need for sensitized paper is eliminated. 
Apart from producing copies on to ordinary paper, without 
reduction in the size of the copy, the machine is also capable 
of making double-sided copies. 

Another advantage of the Statikon is that it produces dry 
copies without using any fluids and without gripper marks 
or background haze. Good quality translucent masters for 
subsecuent dyeline reproduction and paper offset masters 
can also easily be made on the Statikon. 

Simplicity is the key feature of the Statikon and the 
copying operation is controlled from one master switch. 
The Statikon, which is British in conception and design, 
measures only 26} in. by 13 in. by 14 in.; it is therefore a 
desk-top machine. 

Office & Electronic Machines Ltd, 140 Borough High 
Street, кодон SEr. (Stand 18.) 













Finance and 
Commerce 


Radio Caroline 


UT of the ordinary’ would be as conservative a 

description of the operations of Planet Productions 
Ltd as it would be of this week’s reprint of the company’s 
accounts since its inception. Planet Productions means, in 
effect, Radio Caroline, the pirate radio company of all 
pirate radio companies. This column’s story of Planet 
begins at the beginning when a shareholder, whose files 
have been made available, paid £750 for 500 Planet 1s 
shares in June 1964 - that is to say 30s a share, a figure to 
keep in mind. 

By the following November, Mr Ronan O'Rahilly, 
Planet's — and also Caroline's – managing director was tel- 
ling shareholders that the secretary had informed the board 
that ‘as a result of the interest created by this issue in the 1s 
shares of the company, dealings have taken place recently 
at up to £4 per share’. Mr O'Rahilly reported invoiced 


orders for ‘sales of airtime’ of £109,845, and that advance 
bookings -some for as far ahead as August 1966 ~ were 
over £144,000. 

He reported renewal - on engineering advice ~ of some 
technical equipment on the му. Caroline in order to safe- 
guard against loss of transmission time should bad weather 
upset things, and ended his interim report by commenting, 
“АЛ that we have to worry about now, is to ensure that the 
disc-jockeys do not get sea-sick on duty! But by the time 
the first accounts for the fifteen months from the date of 
incorporation to May 31st, 1965, appeared, things were 
looking a little different. 


Rights issue 


The financial position is shown in the reprint of the first 
accounts. Mr Herman боса, the chairman, after com- 
menting on the problems presented by competitors with 
more powerful transmitters end Caroline’s need to increase 
its own broadcasting power, said that trading results since 
the year end on May 31st, 1965, had been satisfactory and 
that, while the directors had ‘given earnest consideration to 
the payment of a dividend’, they felt that, ‘at this early 
stage appropriation of profit should be to reserve’, Never- 
theless the dividend position would be considered ‘early 
in the New Year.’ 

It had been intended to hold the annual meeting at 
Czroline House, London, on December 22nd, 1965, but 
Irish Counsel had brought the board's attention to the 
point that ‘the provisions of the Irish Companies Act 1963 
should be complied with and the meeting held in Ireland’. 
Plane: is registered in Dublin. 

In January 1966 Planet took over Project Atlanta, an 
associate company responsible for the sale of advertising 


on Caroline's ‘South Ship’ off the Essex coast. The sum. 
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involved was {£53,000 and to help finance this deal Planet 
made a ‘rights’ issue of one new 15 share for every seven 
held at a price of 20s a share. This involved issuing 26,270 
new 15 shares assuming full acceptance and 16,000 shares 
were actually underwritten. But then came trouble. 


Aground 


The Southern ship ran aground on January 19th, 1966, and 
had to go into dry dock. But nothing daunted, the board 
decided to re-equip the ship with a stronger transmitter and 
meanwhile ‘obtain the use of a replacement vessel’, Again 
shareholders were called on for more money. This time, 
to help cover the £40,000 cost of the new transmitter and 
ship repairs there was an additional ‘one for four’ rights 
share offer — again at an issue price of 20s a share. Instal- 
lation of the new equipment, it was stated, would ‘sub- 
stantially increase the earnings prospects’ of the company. 
But by the time the 1965-66 accounts were presented 
early in December last year the cost of these developments 
were beginning to show. As the accounts show, there was a 
loss, no dividend and a rather ominous Note 2 to the 
accounts. Not that shareholders had seemed perturbed 
earlier in the year, for the chairman was able to report that 
the rights issues had raised an additional £64,500. 
Grounding of the Southern ship and the subsequent 
troubles more than wiped out profits earned in the first 
seven months of the financial year. For the last five months 
the company was having to carry the cost of two ships on 
station and one ship under repair, with advertisers buying 
time on the Northern ship only. The first five months of 
1966 were ‘lost months as far as the South was concerned.’ 
But by the time the report was issued the Marine 
Broadcasting Offences Bill had been presented in Parliament 
and the advertising business was beginning to run down. 


Sixpence 


This column’s final chapter ends with a third reprint – the 
‘Estimated Statement of Affairs’ as at March 31st, 1967. 
This document was sent to shareholders with a letter from 
the secretary dated April 21st, 1967, which began ‘At a 
meeting of the board of directors held on April 19th, 1967, 
an offer was received by your directors to purchase the 
shares of the company (1s ordinary) for the price of 6d per 
share.’ 

The letter went on to remind shareholders that ‘very 
shortly’ the company would be ‘prohibited ~ under severe 
penalties – from engaging in its business of selling advertis- 
ing time on Radio Caroline in Great Britain’. The directors 
therefore would be ‘compelled to take decisions which will 
have the effect of discontinuing and closing down its 
activities in this country’. ` 

Shareholders were told that the ‘Estimated Statement of 
Affairs’ was for their information and guidance, providing 
‘a rough statement showing the current position as regards 
assets and liabilities’. If the Note pointing to assets only 
realizing about то per cent of their net value were not 
enough, the secretary put at the end of his letter ‘N.B. In 
the event of the liquidation of the company, it will be 


readily appreciated that the asset figures may not realize: 


the estimated amounts as given above on the cost, and 
expenses of the liquidation would also have to be taken 
into account.' 

A long way from £4 for the 1s shares and the only worry 
being sea-sick disc-jockeys. But presumably it was fun 
while it lasted and after all Radio Caroline is still on the air. 


PLANET PRODUCTIONS LIMITED 


PLANET PRODUCTIONS LIMITED 


PROFIT AND LOSS ACCOUNT 
For the Period 24th March, 1964 to 3156 May, 1965 


BALANCE SHEET 


as at 3156 May, 1965 


THE 
ACCOUNTANT 


SHARE CAPITAL 


Trading Loss before charging the items set out below 


Authorised 


Add: Directors Emoluments 


20,000 


400,000 Ordinary Shares of 1/- each 


Auditars Remuneration .. 


Depreciation 


Issued 


Formation Expenses 


183,893 Ordinary Shares of 1/- each 


SHARE PREMIUM ACCOUNT .. 


TOTAL CAPITAL 








Net Trading Loss for the period 


£63,905 


Represented by 


FIXED ASSETS (as detailed on page [adjoining column]) 


CURRENT ASSETS 


18,110 








NOTES ON ACCOUNTS 


35,543 
13,332 


Debtors and prepayments .. 
Cash and Bank Balances 


FIXED ASSETS 


10,631 
5,754 


Office Furniture, Fixtures and Equipment 
Technical Equipment М “б 


Cost 


Deduct: Current liabilities 


quipment 


3,832 


Studio Erection and Е 
Motor Vehicles 


22,585 
14,311 


Net Current Assets 
PRELIMINARY EXPENSES 


678 
20,895 





2,785 


Less Depreciation written off 


8,899 


LOSS FOR THE PERIOD .. 





These assets include the Company's interest in assets held by Caroline Sales. 


£63,905 


} Directors 


GOOD 
. O'RAHILLY 


H. 
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CITY NOTES 


ALTHAMSTOW, Cambridge, Scarborough and Rio 

de Janeiro all have their impact on a stock-market 
which has stood at the peak and is considering what lies 
beyond. The Government reversals at Walthamstow and 
Cambridge have been translated into terms of trouble at 
the Labour Party Conference at Scarborough and therefore 
of new Government economic measures to meet it. 

The view that reflationary measures against the back- 
ground of the present shaky balance-of-payments position 
will mean out-and-out inflation before long is at the back 
of the rise in share prices. The Walthamstow апа Cam- 
bridge by-election results suggest that the Government 
will be under pressure to introduce more reflationary 
measures and to introduce the kind of ‘soak the rich’ 
taxation which, in combination, may ruin confidence both 
internally and abroad. 

That such policies could lead to enforced devaluation is 
not being ruled out of the stock-market reckoning. Even 
though the International Monetary Fund may agree on the 
introduction of the Special Drawing Rights system (and 
at the time of writing the decision has not yet been taken), 
the creation of this new form of currency reserve will not 
make currencies immune from old pressures. 

Against this background of fears of reflation, inflation 
and devaluation, the possibility of any major setback 
developing in share prices seems very remote. 


* * * * 


INCE the issue of the Prices and Incomes Board’s 

report on the banks there has been a flurry of new 
developments. Possibly these moves were all lined up long 
ago and their announcement over recent weeks has been a 
fortunate coincidence of timing, but the plain fact is that 
when the Prices and Incomes Board’s report came out it 
produced great affront, scorn and lofty disdain which tended 
to mellow later when the banks cottoned on to what the 
report was getting at. The banks themselves have since 
produced a flow of new developments. These have in- 


cluded the move into unit trusts, new customer ‘budget’ 
schemes and easier personal loan conditions at the customer 
end, and closer links with merchant banks and overseas 
Бапхз at the higher policy end. Latest moves in that 
direction have included the Midland Bank/Montagu Trust 
decision, the intended formation of an intercontinental 
bank service by a number of banks, including Barclays 
and Lloyds, and National Provincial’s decision to go mer- 
chant banking іп the Channel Islands. 


‚ * ж. * ж 


EJECTION Бу the Confederation of British Industry 

of any ideas the Government may have of direct State 
participation in private industry will probably not deter the 
Government from carrying straight on with its {100 
million scheme to invest in companies judged to be handi- 
capped by lack of capital. The record of Treasury inter- 
vention in industry is not exactly brilliant even at the best 
of times and it is not difficult to imagine Government 
morey being used under the scheme to prop up industrial 
failure rather than reinforce industrial success. 


ж IE * * 


HE London Stock Exchange has always been a shade 

condescending towards what it calls ‘the country’, but 
like the merchant banks, the Stock Exchange has belatedly 
discovered that provincial brass spends just as well in 
London as it does in ‘the country’. Stock Exchange Fed- 
eration has helped change London’s view by bringing the 
regional stock exchange system into operation — the 
Scottish, Northern and Midlands, and Western Stock 
Exchanges are now operating as three distinct groups and 
are introducing computer and other techniques to. ме 
with London. Mr С. Т. Ockleston, chairman of the Northern 
Stock Exchange, said last week ‘we consider we can match 
London in every important respect’. 


RATES AND PRICES 


Closing prices, Tuesday, September 26th, 1967 


Tax Reserve Certificates: Companies 3195 (24/6/67); 249» surrendered for cash (15/4/67); Personal 34% (27/6/66) 


Bank Rate 
Jan. 3, 1963 .: .. 4% July-14; 1966 .. iua 22% 
Feb. 27, 1964 .. -- 5% Jan. 26, 1967 .. e 64% 
Моу. 23, 1964. .. 7% Маг. 16, 1967.. .. 6% 
June 3, 1965 .. .. 6% Мау 4, 1967 .. 5%% 
Treasury Bills 
Julyar .. £5 63 10°79d% Aug. 25 £5 55 9'964% 
July 28 .. £5 6210'694% Sept. т. £5 55 9'564% 
Aug.4 .. £5 62 10°62d% Sept. 8 £5 55 9749d% 
Aug. її .. £5 бс 10°56d% Sept. 16 £5 ss 9°26d% 
Aug. 18 .. £5 52 10°85d% Sept.23 .. £5 75 4-65d% 
Money Rates 
Day to day . 35-50% Bank Bills 
7days .. 381-54% 2 months 51-5 95 
Fine У rade Bills ` 3 months sish% 
3 months 64—7% 4 months 51-589 
4 months .. 64-74% 6 months 54-54% 
6 months 62-74% 


Foreign Exchanges 
New York 27784 Frankfurt 11:134} 
Mortreal .. 2°98 34 Milan 1734 
Amsterdam 10°O1 ty Oslo 19°91 ty 
Brussels 138:13$ Paris 13:65; 
Copenhagen . 19'30% Zürich 12'083% 
Gilt-edged 

Consols 4% 58% Funding 6% 1995.. 8832 
Consols 24% к 36% Savings 3% бо-то.. got 
Conversion 34% .. 5 Savings 3% 65-75. 76% 
Conversion 5% 1971 94% Treasury 64% 1976. 99% 
Conversion 54% 1974 3% Treasury 34% 77-80 764 
Conversion 6% 1972 Treasury 34% 79-81 72% 
Funding 34% 99-04 57$ "Treasury 5% 86-89 788 
Funding 4% 60-90 953xd ‘Treasury 54% 08-12 81 
Funding 54% 78-80 8-1 Treasury 24% 36i 
Funding 54% 82-84 87$ Victory 4%.. 96 3 
Funding 54% 87-91 86$ War Loan 34% sii 
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Investment Grant Problems 


Sir, - I refer to the note under Current Affairs in your 
issue of September 16th, headed ‘Investment Grant 
Problems’, and in particular to paragreph two where it is 
stated: 


“The former company may claim for the whole cost of 
the tool provided it is used for an eligible process.’ 


My firm has been having protracted n2gotiations with the 
Board of Trade with regard to the eligibility of a claim for 
grant on the total cost of tools where a part cost has been 
recovered from a customer, and the Board of Trade have 
decreed that the grant will be restricted to the amount of 
expenditure that has been capitalized, i.e. the net cost to my 
client. We have pointed out that this is not in accordance 
with the spirit of the Act and the treatment of part cost of 
tools is mainly a financial problem rather than an engineer- 
ing problem. 

It would seem that large companies which can afford to 
pay the whole cost of tools and recover the cost from pro- 
duction will be entitled to claim on the full cost, whereas 
small firms who cannot provide the necessary finances for 
this will only be able to claim on the net cost. This will 
result in different amounts of grants being paid for similar 
expenditures and must result in a financial disadvantage to 
the smaller firms who will be unable -o pass on to their 
customers the investment grant either directly or indiectly 
and must therefore lose business to their bigger competitors. 

It is understood that there is no right of appeal against 
this decision. Any comments which readers may be able to 
offer would be appreciated. 

Yours faithfully, 


KENNETH HAYES. 
Birmingham. 


Bankrupt Firms’ Records 


Sir, ~ With reference to the note under the above heading in 
Current Affairs in the issue of September 16th, we would 
point out that once a bankruptcy is completed and the 
bankrupt is discharged, the records eppertaining to the 
case are returned by the trustee to the Board of Trade as 
required by the bankruptcy rules. It is not possible therefore 
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for an accountant acting as a trustee in bankruptcy to 
forward to the British Records Association any documents 
relating to stch bankruptcies. May we suggest that Mr 
Webster apples direct to the Board of Trade who by now 
must be holding many years of récords in such cases. 

We would also point out that the same applies in the 
question of compulsory liquidations, but in voluntary 
liquidations the records are kept by the liquidator until 
such time as зе receives a resolution from the Committee 
of Inspection allowing him to destroy the records. There- 
fore if the Eritish Records Association. is interested in 
obtaining voluntary liquidation records, then they should 
apply to professional accountants who normally act as 
liquidators in such cases so that the liquidators can obtain 
a resolution from the Committee of Inspection for the 
records to be passed over to the Association. 

We would have though: ourselves that the most im- 
portant document that the Association could obtain in 
bankruptcies or liquidations would be a copy of the circular 
sent to creditors which normally includes a Statement of 
Affairs. This would give the history of the whole affair in- 
cluding the position as at the date of the bankruptcy or 
liquidation. : : : 

Yours faithfully, 


LATHAM & CO. 
London WC2. 


Setting up in Practice 


Sir, – I am considering starting up in practice on my own 
account and I should like, through the courtesy of your 
columns, to have the benefit of the views of your readers on 
such a step, ала to hear of the experience of those who have 
taken the plunge in recent years — how successful they have 
been, and whether they would do it again. 

In particulzr, I should like to know how long it took them 
to reach a reasonable level of remuneration starting from 
scratch, and what unexpected pitfalls they have encountered. 

Was it as difficult (or as easy) to become established as 
they expected it to be? Any advice would be gratefully 
received. 

Yours faithfully, 


DOGSBODY. 
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Taxation 


Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’ 
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Cooper у. Sandiford Investments Ltd 


In the High Court of Justice (Chancery Division) — 
July 26th, 1967 
(Before Mr Justice BUCKLEY) 


Income tax — loss claims — Dealer in securities — Lease assigned 
to subsidiary — Shares in subsidiary sold ~ Sub-lease granted 
to former lessee company — Shares in subsidiary written down — 
Whether loss thus sustained — Whether trading transactions — 
Whether dividend-stripping — Companies Act 1948, section 
54-— Income Tax Act 1952, section 341. 


A company, Vinatex, owned a leasehold property at a 
rent of ten shillings a year for three years. Vinatex acquired 
two shares in a company, Fragmap, which had been incor- 
porated in February 1960, and agreed to assign the lease to 
Fragmap for ninety-eight shares in that company. Vinatex 
sold all its interest in Fragmap to the respondent company, 
Sandiford, for £17,500; and the ninety-eight shares in 
Fragmap were issued to Sandiford and the two issued shares 
were transferred to the latter. Fragmap was then a wholly- 
owned subsidiary of Sandiford holding the lease. Fragmap 
granted sub-lease of the property to Vinatex for two years 
and ten months for а total rent of £21,000. Sandiford 
borrowed the £17,500 from its bank; Vinatex paid the 
£21,000 to Fragmap in one lump sum; and Fragmap lent 
£17,500 to Sandiford. 

Sandiford’s purpose in buying the Fragmap shares was 
to make money, and the transactions were real ones. 
Between April 1g60, and March 1963, Fragmap declared 
a total of dividends of £16,500 gross, £10,106 net, and 
Sandiford received the latter amount. Fragmap also paid 
Sandiford two sums of £1,000 each as administration fees, 
and also a dividend of £800 from untaxed sources. Between 
March 1960, and March 1964, Sandiford wrote off 
£17,100 from the value of the Fragmap shares, £1,000 
on March 31st, тобо, and £4,000 on March 31st, 1961. 

It was contended for Sandiford that the two sums thus 
written off were losses sustained in its trade of investment- 
dealing in 1959-60 and 1960-61 respectively; and that it 
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was entitled to relief under section 341 of the Income Tax 
Act 1952. The Special Commissioners decided in favour 
of Sandiford. 

Held: the shares in Fragmap were not acquired by 
Sandiford in order to abtain a profit in the course of its 
investment-dealing business, but in order to obtain a 
fiscal profit from the loss claims; and that the claims were 
not allowable. 


Fragmap Developments Ltd у. Cooper 

In the High Court of Justice (Chancery Division) — 

July 27th, 1967 

(Before Mr Justice Вискувү) 

Income Tax — Expenses of management — Administration ex- 
penses — Whether any agreement for payment of sums therefor — 
Whether any services rendered — Income Tax Act 1952, section 
425. 

This case concerns the two sums of {£1,000 each paid by 
Fragmap to Sandiford as administration expenses in the 
circumstances set out in Cooper v. Sandiford Investments 
Ltd (see adjoining column). 

The payments were made on March 31st, 1960, and 
March 31st, 1961, respectively. The first payment was 
authorized by a resolution of the board of Fragmap on 
April rst, 1960, and the second payment by a resolution of 
Merch 31st, 1961. The making of any agreement to pay 
these sums was not established. The details of the ас- 
quisition of the lease by Fragmap, the granting of the sub- 
lease, and the fixing of the rent therefor, were settled before 
Sandiford acquired the shares in Fragmap. 

Fragmap claimed relief under section 425 of the Income 
Tax Act 1952, on the ground that the sums were expenses 
of managing Fragmap’s business, and had properly been 
paid to Sandiford either because there was an agreement to 
pay them for services rendered or because they were payable 
on the principle of quantum meruit. The Special Commis- 
sioners decided that the claim was not allowable. 

Held: the Special Commissioners' decision was correct. 


C.1.R. v. Brook 

In the High Court of Justice (Chancery Division) 

July roth, 1967 

(Before Mr Justice UNGoED- THOMAS) 

Surtax — Transaction in securities — Tax adoantage — Married 
woman living with husband ~ No separate assessment — 
Counteracting notice — Whether notice valid – Income Tax Act 
195 52, sections 354, 350, 359 - Finance Act 1960, sections 

8, 43. 

Тһе respondent, Mrs Brook, was a shareholder in a 
company which on February 11th, 1953, capitalized profits, 
and on the same day allotted to the respondent, by direction 
of a shareholder, redeemable preference shares in the com- 
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pany. On September 30th, 1960, these shares were redeemed 
and the respondent received the redemption money. The 
respondent’s husband, with whom the respondent was living, 
was assessable to surtax for 1960-61. There was no election 
by the respondent for separate assessment for that year. 
The Inland Revenue served on the respondent a counter- 
acting notice under section 38 (3) of the Finance Act 1960, 
on the ground that she had obtained a tax advantage. It 
was contended for the respondent that she was not a person 
who had obtained such an advantage, because no assess- 
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ment could be made on her, as she was a married wornan 
living with her Eusband, and she had not elected for 
separate assessment. The Special Commissioners decided 
in favour of the respondent. 

Held: the respondent was a person who received sums of 
money in such a way that she did not рау tax on them; that 
she had obtained the avoidance of a possible assessment, 
namely, a separate assessment on due application; and that 
therefore she had cbtained a tax advantages and the counter- 
acting notice was valid. 
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PROFESSIONAL NOTICES 


Messrs CHIDELL, Corey & Со, 
Chartered. Accountants, of 64 South 
Street, Chichester, Sussex, announce 
that their partnership will be dissolved 
on September 30th, 1967. Mr P. О. A. 
CHIDELL, Е.С.А., will be continuing in 
practice at 64 South Street, Chichester, 
under the name of CHIDELL & Co 
(telephone Chichester 86561/2) while 
Mr J. E. CoLLeEY, Е.С.А., will be moving 
to new premises at 3 East Pallant, 
Chichester, where he will practise 
under the name of J. E. Cottey & Со 
(telephone Chichester 86345/6). 


Messrs MCCLELLAND, Moores бс 
Co, announce that with effect from 
October ist, 1967, Sir IAN BOLTON 
retires as a partner of the London firm 
but remains a partner in the Glasgow 
firm; Mr W. A. 'TuLLocH, a partner 
in the Glasgow firm, becomes also a 
partner in the London firm; Mr J. B. 
MamsHALL becomes a partner in the 
Glasgow firm; Mr J. б. Horst, 


FOR С.А. 
EXAM 


PASSES 


senior, retires fram the London firm, 
but remains a partner in the Liverpool 
firm; Mr І. С. Davies (a partner ir 
the London firm resident in Liverpool" 
retires from practice. The Liverpoo. 
firm consists of the three residen: 
partners Mr J. С. Hurst, senior, Mr 
J. С. Hurst, junior (also a partner in 
the London firm), Mr P. J. Harris 
and all the partners in the Londom 
crm. The Bristol firm consists of the 
resident partner, Mr C. H. Kenney, 


and all the partners in the London firm. ` 


Messrs McLinrocx, Moores & 
Murray, Chartered Accountants, cf 
3 Albyn Place, Edinburgh 2, announce 
that Messrs Wm Home Соок & Co, 
Chartered Accountants, of 42 North 
Castle Street, Edinburgh 2, have be- 
come associated with them and that 
Mr J. Н. А. C. CRAWFORD, T.D., B.A, 
С.А., and Mr D. Y. JOHNSTON, B.COM., 
С.А., partners in the latter firm, have 
been assumed аз partners in 
McLiNTOCK, Moores & Murray with 
effect from July rst, 1967. It is also 
announced that, due to the amalga- 
mation of Messrs LINDSAY, JAMIESCN 
& HALDANE and Messrs RICHARD 
Brown & Co, the пеў. firm of 
HALDANE, Brown & Co is now associa- 
ted with МсІлмтоск, Moores & 
Murray. Resulting from this Mr 
Е. С. MORE, B.A., C.A., and Mrs б. А. 
L. Gordon, M.C., C.A., resigned frem 
McLintocx, Моовез & MURRAY эп 
June зой, 1967. 

Messrs Wm Home Coox & Co, 
Chartered Accountants, of 42 Моћ 
Castle Street, Edinburgh 2, announce 
that whilst their separate practice will 


continue as before, they have become 
associated with Messrs McLiNTOCK, 
Moores & Murray, Chartered Ac- 
countants, of 3 Albyn Place, Edinburgh 
2. Mr J. Н. А. C. CRAWFORD, т.р., 
В.А., С.А., and Mr D. Y. Јонмѕтом, 
B.COM., С.А., Who continue as partners 
in Wm Home Соок & Co, have been 
assumed as partners іп McLintock, . 
Moores & Murray with effect from 
July 1st, 1967. 

Messrs WINTER, ROBINSON, SISSON 
& BENSON announce that Mr ROBERT 
PEARSON WINTER, F.C.A., will retire 
from the partnership on September 
goth, 1967, but will be available for 
consultation. 


DOUBLE TAXATION: 
SOUTH AFRICA 
Discussions have been held in London 
between officials of the South African 
and United Kingdom Governments 
regarding a new Convention for the 
avoidance of dcuble taxation on in- 
come. Agreement was reached on a 
draft text which will now be submitted 
to the respective Governments for 

approval. 


THE INSTITUTE OF COST AND 


WORKS ACCOUNTANTS 
President's Luncheon 


"The President of The Institute of Cost 
and Works Accountants, Mr C. E. 
Sutton, Е.С.А., Е.С.№.А., J.DIP.M.A., 
gave a luncheon party on Wednesday 
at 63 Portland Place, London Wi. 
"Those present were: Mr David Brown, 
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chairman and managing director, The 
David Brown Corporation Ltd; Mr 
R. G. Cave, M.c., managing director, 
Smiths Industries Ltd; Sir Alexander 
Glen, K.B.E., D.S.C., R.N.R.(RTD), Chair- 
man, Export Ccuncil for Europe; Mr 
R. Glendinning, M.A., C.A., F.C.W.A.; 
Mr D. А. J. Manser, Е.С.А., F.C.W.A., 


j.pip.m.a.; Mr H. H. Norcross, 
F.C.W.A., J.DI.M.A.; Sir Richard 
Powell, с.с.в., K.B.E., C.M.G., Per- 


manent Secretary, Board of Trade; 
Mr W. L. Spalding, B.sc.(ECON.), C.A., 
РОМА, RCIS;, Mr E. J. N. 
Warburton, ©.3.E., vice-chairman, 
Lloyds Bank Ltd; The Rt Hon. 
Viscount Watkinson, C.H., group man- 
aging director, Schweppes Ltd; and 
Mr М. Н. Walters, C.B.E., Secretary 
of the Institute. 


CENSUS OF PRODUCTION 

FOR 1967 
The Board of Trade have announced. 
that arrangements for the Census of 
Production іс be taken in 1968 in 
respect of the year 1967 have now been 
settled after consultation with the 
Census of Production Advisory Com- 
mittee. 

The census for 1967 will be on 
similar lines to the simplified censuses 
taken in respect of the years 1964 to 
1966. It will include firms engaged in 
manufacturing, construction, mining 
and quarrying, and water supply. The 
questions asked will again relate only 
to capital expenditure and to stocks 
and work in progress. (Exceptionally, 
additional information about employ- 
ment will be required from the con- 
struction industry.) 

As for 1966, the regular returns 
from contributors to the Board of 
Trade’s voluntary monthly or quarter- 
ly inquiries into stocks and capital 
expenditure — now over 2,000, drawn 
from the largest firms and covering 
about two-thirds of the total stocks 
and capital expenditure of manufactur- 
ing industry — will be supplemented 
by returns from some 1,600 additional 
manufacturing businesses. 

In general only the largest firms, not 
already voluntary contributors, will be 
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approached, but in order to make 
possible the provision of separate 
figures for Scotland and for Wales 
some smaller firms in these countries 
will also be approached. In addition, 
as in the past, ar. approach will be 
made to a sample of about 3,500 firms 
employing twenty-five or more persons 
in the construction industry. 


SOUTH EASTERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


Conference at University of Sussex 


The South Eastern Society of Char- 
tered Accountants held its second 
residential conference for members at 
the University of Sussex from 
September 14th to 16th. 

‘The conference was designed to en- 
able members to meet informally for 
discussion on matters of importance 
to the profession. Four papers were 
presented and were discussed by 
members in groups, but in addition to 
the group discussions, the free ex- 
change of views and experience on 
topics of professional interest were a 
feature of the conference. 

The papers presented were ‘Practice 
administration — goodwill, partnership 
annuities and related matters’, by Mr 
E. Kenneth Wright, M.A., F.c.a.; “Гах 
planning for the close company’, by 
Mr Halmer Hudson, r.c.4.; ‘Modern 
auditing’, by Mr Peter А. Bird, в.ѕс. 
(ECON.), А.С.А., and ‘Estate duty plan- 
ning’, by Mr Bruce W. Sutherland, 
F.C.A. ; 

Nearly one hundred members 
attended the conference, which was 
presided over by the President of the 
Society, Mr David 'ГопКіпзоп, Е.С.А.; 
visitors included the Vice-President of 
the Institute, Mr R. С. Leach, с.в.Е., 
Е.С.А., and Mr Maurice Ashill, Е.С.А., 
Under-Secretary of the Institute. 

The University of Sussex was the 
first of the new English universities 
(it received its Royal Charter іп 
August 1961) and members attending 
welcomed the stimulating surround- 
ings for their second successful con- 
ference, which it is hoped may now 
develop into an annual event in the 
Society's programme. 


ACCOUNTING REQUIREMENTS FOR COMPANIES 
"^ By FRANK Н. JONES, r.A.C.C.A., A.C.LS. 


Concise and easily read, with chapters on balance sheets, profit and loss accounts, 
auditing requirements, directors' reports, private companies, holding and subsidiary 
companies, etc. Marginal references to sections and schedules and comprehensive 


index for quick reference. 
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SOUTH WEST LONDON 
DISCUSSION GROUP 


The next meeting of the South West - 


London Discussion Group will take 
place оп Monday, October 2nd, at 
6.45 p.m. for 7.30 p.m., at The 
Dolphin, Fife Road, Kingston upon 
Thames, Surrey. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The monthly meeting for Bible read- 


ing and prayer will be held at 1 p.m. ` 


on Monday, October 2nd, in the 
vestry of St Mary Woolnoth Church, 
King William Street, London EC3. 
'The Scripture for reading and thought 
will be Romans, Chapter xv, verse 30. 


THE INSTITUTE OF 
OFFICE MANAGEMENT 


Glasgow and West of Scotland 
Branch 


The Glasgow and West of Scotland 


Branch of the Institute of Office . 


Management is to hold its autumn 
conference and exhibition of office 
equipment at the Town Hall, Paisley, 
on November 8th. The principal 
speaker will be Mr H. P. Cemach, 
senior consultant, Urwick Orr & 
Partners, and his subject will be 
‘The office function in the 1970s’. 

Further details and admission tickets 
may be obtained from Mr J. Minahan, 
Weir Housing Corporation Ltd, Calder 
Street, Coatbridge. 


VALUE AT RISK 


The rising cost of fire losses should 
encourage those responsible for decid- 
ing insurance cover to insist that the 
velue at risk is correctly assessed. То 
assist accountants, solicitors and other 
professional men concerned with these 
matters, a new booklet entitled Value 
at Risk has been issued by John 
Foord & Co, industrial valuers and 
surveyors, of 137 Victoria Street, 
Westminster, London, SWri, from 
whom copies of the booklet are avail- 
able free of charge. 
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British Olivetti Ltd (23rd) 

Burroughs Machines Ltd (9th) 
Logabax Ltd (9th, 23rd) 

Office & Electronic Machines Ltd (2nd) 
Remington Rand (16th) 


Appointments 
Anglo-American Corporation of Zambia (3Cth) 
The Careers Register (2nd, 30th) 


Building Societies 

Abbey National (2nd, 23rd) 
Cheltenham and Gloucester (23rd) 
City of London (16th) 

Hastings and Thanet (16th) 

Leek and Westbourne (2nd) 
Leicester Permanent (2nd, 16th) 
Leicester Temperance (16th) 
Property Owners (9th) 
Temperance Permanent (2nd, 30th) 


Building Finance 
The Southern Trust Ltd (weekly) 


Calculating Services 
Madic Data Processing Service (2nd, 30th) 


Cash Registers 
Anker Cash Register & Accounting Machires Ltd (30th) 


Charities 

British Empire Cancer Campaign (16th) 
BLESMA (30th) 

Charities Aid Fund (9th, 23rd) 

Fellowship Houses Trust (23rd) 

Imperial Cancer Research Fund (9th 
Methodist Homes for the Aged (9th 

Royal National Institute for the Blind (9th; 


Company Documents 

Chas Davy & Co Ltd (30th) 

Lewis, Coates & Lucas Ltd (weekly) 
Wildman & Battel! Ltd (23rd) 


Company Investigations 
W. J. King's Detective Bureau Ltd (30th) 
Wildman & Battel! Ltd (23rd) 


Computers 
РСТ (9th) 
National Cash Register Co Ltd (16th) 


Correspondence Colleges 

Foulks Lynch (Classes) Ltd (2nd, 16th, 30tF) 
Metropolitan College (2nd, 16th, 30th) 
Rapid Results College (2nd, 30th) 

School of Accountancy (weekly) 


Credit Factors 
A.L. Factors Ltd (30th) 
Shield Factors Ltd (23rd) 


Estate Management 
Hogg Robinson & Gardner Mountain Ltd (16th) 


Exhibitions 
Business Equipment Trades Association (23rd) 


Filing Systems 
Autoscan Ltd (30th) 


‘Finance/Investment ‘ : 
Chesham Amalgamations & Investments Ltd (2nd, 23rd) 
EDITH (2nd) 

1.С.Е.С. (9th) - 

Industrial Mergers Ltd (16th) 

Kleinwort, Benson Ltd (23rd) 

АСВ Financial (23rd) 

The Southern Trust Ltd (weekly) 

Technical Development Capital (30th) 


Giro Directorate (16th) 


Insurance 

Equity & Law (23rd) | 

Friends’ Provident & Century Life Office (16th, 30th) 
Legal and General Assurance Society (9th) 

Noble Lowndes Life Brokerage Division Ltd (16th) 
Royal Excharge Group (9th) 

Royal Insurance (3rd) 

J. W. Sleath & Co Ltd (9th, 23rd) 

Scottish Widows’ Fund & Life Assurance Society (9th) 
Sentinel Insu-ance Co Ltd (9th) 

Sun Life Asst rance Society Ltd (9th, 23rd) 

United Kingdom Provident Institution (16th) 
Wesleyan & General Assurance Society (9th, 23rd) 
The Yorkshire Insurance Co Ltd (16th) 


Laundry Investment 
Automations International Ltd (23rd) 


' Merchant Bankers 


Brown Shipley & Co Ltd (23га) 


' Jacobs Kroll & Co Ltd (30th) 


Lombard Barking Ltd (9th) 
N. M. Rothschild & Sons (C.l.) Ltd (9th) 


National Newspapers 
The Sunday Times (9th, 23rd) 


Office Equisment 

С. W. Саме & Co Ltd (30th) 
Halsby & Co Ltd (30th) 
Kalamazoo (Sth) | 


Pensions 
The Chase Menhattan Executor & Trustee Corporation Ltd (9th, 30th) 


Professional Associations 


` The Institute of Chartered Accountants in England and Wales 


(weekly) 
The Institute of Taxation (23rd) 


Printers/Pu5lishers 

The Accountants' Publishing Co Ltd (16th) 
Barkeley Bock Company Ltd (2nd, 23rd, 30th) 
Ford Motor Company Ltd (9-h) 

HFL (Publishers) Ltd (16th) 

Jordan & Sors Ltd (2nd, 16th, 30th) 
Macdonald & Evans Ltd (16th) 

Pitmans (30th) 

Wolfe Publisiing Ltd (9th) 


Property/Auctions/Investment 

Edward Erdman & Co (23rd) 

Hillier Parke- May & Rowden (9th, 23rd, 30th) 
Samuel Walker & Son (23rd) 


Seminars 
City of Londen College (16th) 


SET 
Ministry of Social Security (9th) 


Stationery 
Bowen & Court Ltd (16th) 


Tailors 
Thresher & Glenny Ltd (23rd) 


Valuers 

Henry Butcher & Co (9th, 23rd) 

John Foord & Co (weekly) 

Fuller, Horsey Sons & Cassell (9th, 23rd) 
Hammersley Kennedy & Co {weekly) 

Herring, Son & Daw (16th) | 
Hillier Parker May & Rowden (9th, 23rd, 30th) 
Leopold Farmer & Sons (16th) 

Jones, Lang, ‘Wootton (16th) 

Orridges (weekly) 

Edward Rushton Son & Kenyon (30th) 
Wheatley Kirk Price & Co (2nd, 16th, 30th) 








тј 
Wh not prove: your ability | | r 


"та competitive . | E З, 
mining industrial atmosphere? 





'Тһеге аге vacancies for accountants with the Anglo American group of companies 


іп Zambia. Applicants should hold а. recognised Secretarial: or Accountancy . 


` qualification. Qualifications we:seek are C.A., А.А.С.С.А., А. С. W.A. or А.С.І.5. 


but Intermediate or Part-Finalists may also be considered. Preference will be . 


given to applicants with. potential to progress rapidly to positions of responsibility. 


Starting salary woüld.be: ‘in. the range of £1,833-£2,181 per annum depending | 
on experience. Other conditions include: [ | Three year contracts (renewable.by - 


mutual agreement). Г] Passages paid both ways for employee and family. 
СС] Christmas- bonus, | special: 6% ‘monthly allowance. [7]. Generous leave and 
terminal gratuity. Г] Educational allowances. [] Medical fácilities at nominal 
subscriptions. []. Attractive, subsidised housing. Ч. Wide range: of Spore 
facilities—and time to enjoy them. 


Anglo American is a highly modern and sophisticated concern and a А 
of mechanised accounting would be an advantage: all commercial operations— 
Stores Control, Timekeeping, Financial and'Cost Accounting—are.serviced га а 
centralised IBM pee 256k compute | | 


Applications а аге invited from accountants resident in the United Kingdom and Europe. у уои 
would like further information please write in confidence giving fullest details to : 


OVERSEAS APPOINTMENTS DIVISION, DEPARTMENT А7286, 7 ROLLS BUILDINGS, LONDON. LECA. 
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